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DEPOSITED BY THE 
TED STATES OF AMERICA 


PROPOSED ABANDONMENT OF PANAMA RAILROAD 


FRIDAY, JUNE 17, 1955 


House oF REPRESENTATIVES, 
CoMMITTEE ON MrrcHANT MARINE AND FISHERIES, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to notice, in the main 
committee room, Hon. Edward A. Garmatz (acting chairman) 
presiding. 

Mr. Garmatz. The committee will come to order. 

I might say at the outset that Chairman Bonner is out of town 
and he asked if I would act as chairman this morning on this hearing 
with reference to abandonment of the Panama Railroad. 

Governor Seybold has announced that the Panama Canal Company 
will abandon the Panama Railroad and for that reason we have 
invited the governor to outline for the committee the legal, financial, 
and operational considerations that led to this decision. We have 
with Governor Seybold some other witnesses, Mr. Whitman, Mr. 
Everson, and Mr. Norris. 

The first witness to appear before the committee is Governor 
Seybold, the Governor of the Canal Zone. 


STATEMENT OF J. S. SEYBOLD, GOVERNOR OF THE CANAL ZONE; 
ACCOMPANIED BY W. M. WHITMAN, SECRETARY, PANAMA 
CANAL COMPANY AND ASSISTANT TO THE GOVERNOR; B. I. 
EVERSON, DIRECTOR, TRANSPORTATION AND TERMINALS 


BUREAU ; AND H. A. NORRIS, ECONOMIST, EXECUTIVE PLANNING 
STAFF 


Governor Srysotp. Thank you, Mr. Chairman. I am appearing 
this morning at the invitation of the committee to discuss the decision 
of the Board of Directors to discontinue operation of the Panama 
Railroad on the Isthmus of Panama and substitute the use of trucks 
and buses for transportation of Company-Government freight and 
passengers. 

The basic problem involved is the transportation of freight and 
passengers for the Panama Canal Company and Canal Zone Govern- 
ment. 

In 1954, that traffic was made up of 71, 000 tons of freight and 
149,000 passengers which were transported over the Panama Railroad 
at a net cost to the Company of $499,000. 

The railroad was originally constructed and opened to traffic on 
January 28, 1855. It was built by the Panama Railroad Company, 
which was then a private corporation chartered by the State of New 
York for the primary purpose of building and operating the railroad 
across the Isthmus of Panama. Subsequently, the stock of the com- 
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pany was acquired by the French Canal Company which attempted to 
construct a canal across the isthmus at the turn of the century. The 
assets of the French Canal Company, including the stock in the 
Railroad, were acquired by the United States Governement in 1904, 
and the Railroad was used by the United States in the construction of 
the canal. 

In 1948, the Panama Railroad Company was reincorporated as a 
Federal corporation by act of Congress, and in 1951 when Congress 
reorganized the canal enterprise, the operation of the waterway was 
transferred to the Company, the name of which was then changed to 
Panama Canal Company. 

Since that time, the Company has continued to operate the railroad 
primarily for transportation of passengers and freight for the Company 
and Canal Zone Government. Secondarily, the railroad has acted as 
a common carrier between the cities of Panama and Colon in the 
Republic of Panama where the terminals of the railroad are located. 

A large part of the rolling stock of the railroad was purchased be- 
tween 1905 and 1912. Most of this equipment is reaching the end of 
its useful life, and in the budget program of the Company for fiscal 
year 1955 it was proposed to replace 50 boxcars at a total cost of 
$530,000. 

I might say at this time that when that item was introduced into 
the budget, the treaty negotiations had not as yet come to pass. 
This budget program was submitted to the Committees on Appropri- 
ations in accordance with the requirements of the Government Corpo- 
ration Control Act of 1945. In reporting the 1955 Appropriation Act, 
the Appropriations Committee of the House of Representatives called 
attention to the desirability of a study as to the need and cost of a 
transisthmian highway entirely within the Canal Zone, and the Senate 
Committee made the following comment in requesting deferment of 
the purchase of the new boxcars: 

In view of the testimony presented to the committee relative to the desirability 
of replacing the Railroad by a highway entirely within the Canal Zone, the com- 
mittee desires that the purchase of the new boxcars programed for fiscal year 1955 
be deferred. It is desired that the Governor and the Board of Directors give 
further consideration to the feasibility of replacing the Railroad with a highway 
totally within the Canal Zone, utilizing the existing roadbed where practicable for 
the highway. This study should include an estimate of the cost of the new facili- 
ties required for this alternate means of transportation together with a comparison 
of the cost of operation and maintenance of the Railroad and the highway. 

The studies requested by the Committee on Appropriations were 
made and the results were submitted to the Board of Directors of the 
Company. On the basis of the operating results of the Railroad at 
the present time and the obvious anticipated effect of further losses 
of revenue as a result of the treaty recently concluded with the Re- 
public of Panama, the Board found that continued operation of the 
Railroad could not be justified, and that the freight and passengers 
of the Panama Canal Company and Canal Zone ‘Government could 
be carried more economically by the use of trucks and buses. 

I might say at this time this treaty is before the Senate for 
ratification. 

Inasmuch as the existing highway across the Isthmus of Panama 
lies wholly within the Republic of Panama, the Board further found 
it is in the interest of the Government to construct a new highway 
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across the isthmus located on the railroad right-of-way wholly within 
the Canal Zone. The estimated cost of such a highway is $9 million. 

The decision of the Board is consistent with experience in the 
United States in recent years during which trucks and buses have 
almost uniformly replaced short-line railroads. This is because of 
the greater cost of railroad equipment, higher railroad maintenance 
and operating costs, and greater flexibility in motor vehicle trans- 
portation. It is more particularly true in this case and I mean the 
case of the zone, where usually an additional distribution or local 
delivery must be made at the end of a 45-mile main or primary haul. 

Since the completion of the Transisthmian Highway in Panama, 
freight carried by the Panama Railroad has declined from over 1 
million tons in 1942 to 186,000 tons in 1954. A further reduction to 
158,000 tons and 120,000 tons is estimated for 1955-56. These are 
fiscal years. The number of passengers has declined during the same 
period from over 1 million in 1942 to 453,000 in 1954. The number of 
passengers for 1955 is estimated to be 438,500 with a further marked 
reduction in 1956. 

The adverse trends in amount of freight and passengers transported 
over the railroad have continued through fiscal year 1955. The tons 
of freight transported by the railroad declined 15.1 percent below the 
1954 total. Passengers transported have declined 3.2 percent. The 
cost to the Company for the transportation of its freight and pas- 
sengers during fiscal year 1955 will be increased by 13.5 percent over 
the 1954 costs. The volume of freight and passengers transported 
under the Company-Government account have continued to decline. 
The tons of Company-Government freight declined by 17 percent, 
and the number of Company-Government passengers declined 7 
percent. As the amount of outside revenues decline, the cost to the 
Company will continue to increase. The cost of transporting 1 ton 
of Company-Government freight has increased from the 1954 rate of 
$3.64 a ton to approximately $4. 97 a ton during the fiscal year. The 
cost per passenger likewise has increased from | $1.62 to $1.98 during 
the same period. 

Both freight and passenger traffic will undergo substantial reduc- 
tions after ratification of the new treaty with Panama under which 
the United States is obligated to remove the railroad terminals from 
the Republic. This will result in transportation of most of the 
remaining commercial freight and passengers between the terminal 
cities of Panama and Colon by means other than the railroad. The 
volume of such commercial traffic from this source has been steadily 
declining since the completion of the Transisthmian Highway within 
the Republic of Panama, and the withdrawal of the balance of this 
traffic will result in further increases in the cost of transportation of 
freight and passengers for the Panama Canal Company and Canal 
Zone Government. 

Another factor in the decline of traffic over the railroad has been the 
progressively increasing use of trucking equipment by the armed 
services for the transportation of their freight. This method provides 
direct pier to destination travel and eliminates rehandling of their 
cargo. This effect, of course, is also experienced by the Company. 
Freight handled for the armed services in fiscal year 1955 will be only 
about 8,900 tons in comparison with 22,000 tons handled in 1953 and 
104,000 tons handled in 1942. 
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In addition, most of the perishable products of the Company’s 
Commissary Division of the Company’s Supply Bureau is now trans- 
ported by refrigerated trucks. This method was adopted when the 
railroad’s refrigerated equipment reached the end of its usable life. 
Substitution of trucks was not only more economical from the stand- 
point of capital costs and operating expense, but the use of motorized 

equipment is much more efficient in handling perishable products. 

Overall, the effect has been to provide a better product at less cost to 
our employees who patronize the commissaries 

I might divert from the prepared statement to tell the committee 
that when I first arrived in the zone, there was considerable agitation 
about the quality of the vegetables that were being sold in the com- 
missaries. On investigation, we found that the manner of transporting 
the fresh perishable vegetables of that type from shipside to, really, 
the retail outlets, particularly on the Pacific side, as most of them 
come from New Orleans and down the Atlantic, was due to the fact 
that they had to be held for a period of time in iced reefer railroad cars, 
and the quality deteriorated because they could not be held up 
properly. 

With the use of refrigerated trucks, which, of course, is the method 
by which most vegetables now reach the markets which are close at 
hand, we have been able to overcome that criticism by the people of 
the zone, and our quality of fresh fruits and vegetables, I think, has 
been increased immensely over the use of trucking, which, of course, 
uses the present highway within Panama. 

Likewise, one of the other problems is that now that we have con- 
centrated most of our baking in the one bakery on the Atlantic side, 
it is necessary to move that product to the Pacific side where the 
larger population is, and that has to be moved by truck in order to 
maintain its freshness. 

The decline in traffic and increases in operating costs of the railroad 
now result in an operating loss before any contribution to the general 
and administrative expenses of the corporation. It is estimated that 
this loss will increase from $39,000 at the end of this fiscal year to 
over $215,000 in fiscal year 1956. 

Although a capital outlay of approximately $650,000 would be 
required for initiation of the truck and bus operation, substantially 
greater capital replacements would be necessary if the railroad is to 
be continued. 

The railroad is rapidly approaching a point where it cannot long 
continue to operate with existing equipment. The present equipment 
in most cases is antiquated and “extremely costly to keep in minimum 
operating condition. I may say that we do not have a passenger car 
that has an electric light in it. We still use the old oil lamps. The 
average age of the rolling stock used in the operation of the railroad 
is over 30 years. The number of car-repair jobs in 1954 was 7,300. 
In a recent appraisal the Director of the Transportation and Ter- 
minals Bureau estimated that a capital expenditure of $1,680,000 
would be needed for rolling stock, locomotives, and other facilities 
over the next 6 years to maintain the mene of the railroad. 
Annual depreciation on this amount would be $57,260, and interest 
on the investment would amount to $42,000 per year. 

Even if the diminished traffic of the railroad could be handled with- 
out substantial capital expenditures for new equipment, the condition 
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of the other equipment is such that it could not be regarded as form- 
ing a standby pool of usable equipment for emergency use. The 
maintenance of the railroad track alone would not provide adequate 
standby facilities since the track is not standard gage. The Panama 
Railroad is a 5-foot gage, as I am sure most of you know, and equip- 
ment must be specially manufactured or altered for use there. On 
the other hand, a highway within the Canal Zone would make pos- 
sible the use of trucks to meet any emergency demand for increased 
traffic. I insert that item in this prepared statement to show that it 
has been said by a number of people that the railroad is a fine reserve 
in case of slides or something else to the canal. I may say that we 
have a greater faith in the « ‘anal than that, and I am sure we are not 
going to face that. But, if it did happen, the railroad would not be 
the reserve that has been considered, because the old equipment is 
not capable of immediate use. It would have to be fully repaired 
or new equipment obtained to meet such a volume of traffic that 
might be thrown on it; whereas, you can get ahold of trucks very 
simply and just take them down there. Likewise, sometimes people 
think that on short hauls truck routes cannot compete in volume with 
railroads. On long hauls I certainly would agree. On short hauls, 
however, I have seen the armies of the United States and France feed 
by trucks, and there was a great quantity of emergency supplies going 
north for them. Railroads were not lifting but a little bit of that 
quantity of supplies. 

To continue: The total estimated annual cost to the Panama 
Canal Company and Canal Zone Government of transporting their 
freight and passengers after the treaty becomes fully effective is now 
estimated at $773,260, as against $240,690 for the transportation of 
this traffic by motor vehicles using the existing Transisthmian High- 
way, for a saving of approximately | $532,570. 

To again divert from the statement, this assumes an appreciable 
support of railroad operation from the Republic and other outside 
sources. A reduction is true, but, nevertheless, in this estimate we 
have estimated certain support from Panama. This income is 
estimated to amount to about $576,000 for a volume of 65,000 tons 
of freight and 173,200 passengers. It also includes revenue for other 
services furnished for that volume of traffic which we believe is the 
maximum to be expected under treaty conditions. Without this 
support, or on the premise that the Company-Government transports 
its freight and passengers only, the comparison between truck and 
railroad is still greater in favor of truck use. 

If a highway were constructed entirely within the Canal Zone and 
the entire burden of the maintenance and depreciation of this bigh- 
way were applied to the motor transportation of the Company, the 
annual cost would be $446,690. On this basis, the discontinuance of 
the railroad and substitution of a tye and bus operation would 
result in a saving of $326,570 a year, less the amount of interest on 
the investment in the highway of $295, 000. After allowance for the 
item of interest, and entire cost of maintenance and depreciation of 
the highway, the net saving to the United States Government would 
under these drastic assumptions be $101,570 a year. In this analysis, 
the interest charged on the proposed highway is levied entirely on 
the Company-Government transport of its freight and passengers. 
This may or may not be proper or in accord with the usual accepted 
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—— of Government highway finance. Obviously, the road, the 
righway, has a great use to other bodies, the Armed Forces, the citi- 
zens of the Canal Zone, and to the shipping activities in the zone 
servicing the canal. These values do not accrue to any capital ex- 
yenditures for railroad transportation, and such expenditures would 
1ave no additional benefits. 

The following table highlights the savings accruing through the 
use of motor vehicles for the transportation of the Company-Govern- 
ment freight and passengers instead of the existing railroad. 

You will note in this table, in the comparison of cost between 
railroad and motor vehicles for the transportation of Panama Canal 
Company and Canal Zone Government freight and passengers, we 
have taken three cases. 

First is motor vehicles using existing highway, with a saving of 
$532,570. 

The second is motor vehicles and cost of maintenance and depre- 
ciation of proposed highway, where the saving is $326,570. 

The third is motor vehicles, highway cost, and interest on highway 
investment, where the saving is $101,570. 

That is the most drastic assumption, I believe, that can be set, in 
comparison of the cost between the operation of the railroad and the 
operation of motor vehicles from the Company viewpoint. 


Comparison of cost between railroad and motor vehicles for the transportation of 
Panama Canal Company and Canal Zone Government freight and passengers 
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The decision to discontinue operation of the railroad has been 
based solely on the conclusion that its further operation is uneconomi- 
cal and cannot be justified from the standpoint of sound corporate 
business management. Although our decision was based exclusively 
on this round, it seems fairly obvious that a highway within the Canal 
Zone would furnish much greater transportation service to the resi- 
dents and Government agencies located in the Canal Zone than that 
provided by the railtoad. 

The chairman stated, prior to my speaking, the matter of the legal 
phase of the abolishment of the railroad and the use of trucks. I 
think we have a statement here which I would like to place in the rec- 
ord on the legal authority for the discontinuance of the Panama 
Railroad. The legal authority to discontinue the Panama Railroad 
by discretionary administrative action based on reasons of economy 
and efficiency lies in the permissive, not mandatory, character of the 
statute authorizing railroad operation, and in the absence of any 
other statute or other rule of law requiring the continuance of opera- 
tion. 

Section 249 of the Panama Canal Company Act reads as follows 
in pertinent part: 


Wee. 
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SpeciFIC PowERs OF CORPORATION 
Subject to the provisions of the Government Corporation Control Act, the 
corporation shall have, and may exercise, the following specific powers, in addition 
to those elsewhere conferred in this article. * * * 
B, may construct, maintain and operate a railroad across the Isthmus of 
Panama. 


The permissive ‘‘may” imposes no legal obligation to continue the 


railroad operation, which is one of a large number of varied activities 
that the Company is authorized to conduct in support of its primary 
mission to operate the canal on a self-sustaining, businesslike basis. 
The management of the corporation is vested in its Board of Directors, 
which formally approved the proposed action. There is nothing in 
the Government corporation Control Act precluding the discontinu- 
ance of the railroad operation. On the contrary, a business-type 
budget showing the Company’s plan of operation is submitted an- 
nually under that act. That budget which would, of course, reflect 
the proposed discontinuance of the railroad or other such activities, is 
transmitted to the Congress. ‘The matter is therefore subjected to 
congressional review and possible action. 

This concludes my general statement, and I would be glad to discuss 
any special phases of this matter in w hich the committee is intere sted, 
or further details, if desired. 

Mr. Casgy. Governor, you have mentioned the treaty here as a 
significant part of the picture, as I get it. Did you have anything to 
do with the negotiation of the treaty? 

Governor SrysBotp. No, sir. The treaty was negotiated by the 
Department of State. 

Mr. Casry. Did they consult with you before they negotiated? 

Governor SryBoup. How it was done is this way: They would ask 
the various agencies for their position. We presented them with 
position papers. I may say that there is a little background to the 
item of our relinquishing the terminals of the railroad which, of course, 
as well known, are in the Republic of Panama. That goes back to the 
earlier agreements made between the United States and Panama by 
the late President Roosevelt, in which we had agreed to move out of 
the present terminal in Panama City on the basis that they would 
furnish us ground, but not the station nor any of the improvements, 
to build a new one on because the old railroad station at Panama C ity 
really just blocks the improvement of that part of the town. 

I cannot go back into the minds of the State Department, but they 
of course, now have agreed as to the demand or request of the Republic 
that we stop operations in the Republic. 

Mr. Casry. Stop operations in the Republic? 

Governor SryBotp. That is what it amounts to, yes, sir. I can 
read the exact statement. It is a matter of legislation which, of 
course, will come before the two bodies of Congress. The memor- 
andum and the message of the President of the 84th Congress, Ist 
session, Memorandum Executive F, speaks to this point: 


MEMORANDUM OF UNDERSTANDING 


Legislation will be sought to authorize and direct the Panama Canal Company 
to remove its railroad terminal operations from the City of Panama and transfer 
to the Republic free of cost, title and interest, and the Panama Railroad vard, 
including improvements and passenger station. 
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D. In respect to passenger rail station in Colon, legislation will be sought to 
authorize and direct withdrawal from the site at such time as withdrawal from 
areas in new Cristobal is accomplished. 

So the agreement is, in effect, that we withdraw from operation in 
Panama. That is the answer. Our terminals will no longer be— 
well, we have no terminals in the Republic. 

Mr. Casry. You will have no terminals. Suppose you do not 
abandon the railroad. Where will the terminals be constructed? 

Governor Srysouip. Well, we feel it would be a mistake to con- 
struct terminals, due to the fact that—well, maybe I should answer 
it this way—— 

Mr. Casry. Maybe you should answer the question I asked you. 
{ am assuming you would not abandon the railroad. Where would 
you construct the terminals? 

Governor Srysoip. Well, I don’t know. The freight terminal 
probably would be constructed, if that were determined to be proper, 
in the Balboa area. We have a building which can be utilized for 
such. There would be no freight terminal on the other side, as we 
use the present freight terminal that transfers cargo at the docks. 
We have that. The passenger station on the Pacific side we would 
probably use the present Balboa station, and whether or not we should 
erect some shelter or something of that sort to obtain passengers at 
a closer point to a center of Colon than Mount Hope station, I think 
would have to be given consideration. 

Mr. Cassy. When did they eonclude this treaty? 

Governor Seypoip. It was in January this year, sir. I have 
forgotten the exact date. 

Mr. Dorn. It has not been ratified by the Senate. 

Mr. Casny. How long has it been under negotiation? 

Governor Srysoup. I think around 2 years. The issues were 
becoming defined even before that. 

Mr. Casey. So you have indicated your position as far as the 
Panama Canal Company is concerned to the State Department some 
time ago? 

Governor SeYsBoup. That is correct, sir. 

Mr. Casry. Was your position indicated to the State Department 
before you asked for $500,000 to build new boxcars in the 1955 
appropriations? I am trying to tie together how you would come up 
and ask for $500,000 to build new boxcars, when you have a treaty 
under negotiation that is going to wipe you out of existence, so to 
speak. 

Governor SEYBOLD. Well, of course, no one had any idea, or at least 
we did not, as to the outcome of the treaty and whether it would or 
would not be. I don’t think at that time anyone could have foreseen 
the effects to the degree that we do now. It may be, Mr. Counsel, 
that we were not quite farsighted enough at that time. But, of course, 
the matter of it is that the boxcars were not bought. 

Mr. Casey. I realize that, but that is only because the Appropria- 
tions Committee stepped in and asked you to make a study of the 
situation. 

Governor Srysoup. I don’t believe I would agree to that, sir. 
Pardon me, but the Board had that in mind, that they were going to 
hold those funds. You see, at the time you present your budget to 
the Bureau of the Budget, you are way ahead of that. As that time 
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went on, the Board of our own Company would have impounded those 
funds. 

Mr. Casry. Did you come to the Appropriations Committee? 
I know the budget is submitted sometime in advance. But in the 
meantime, before you came before the Appropriations Committee, 
you knew that there was a possibility that the treaty would affect 
the railroad. Why did you not tell the committee, “We do not need 
the funds any more, because we are going to abandon the railroad?” 
The answer is that your Company was going to take the money and 
impound it? 

Governor SeyBovp. I do not believe, sir, we knew that was so. 
I do not think we could have foreseen the entire outcome of this 
treaty as it was finally decided, because, as I say, we were not at the 
table. 

Mr. Casry. As I understood you, there was some agreement by 
President Roosevelt way back in those days to abandon the railroad 
terminals in the Republic of Panama. 

Governor Srysouip. That agreement, I am afraid I did not make 
myself entirely clear, sir, amounted to the fact that it was a change 
of sites of this railroad station, trackage and so forth in Panama City. 
The Republic agreed at that time that they were to furnish an alter- 
nate site. That matter had been on the books for a number of years, 
but the alternate site had never been furnished, and the Republic 
seemed to have some reluctance of going through that. But that is 
the reason there. 

Mr. Casry. There is nothing in the treaty requirmg them to 
furnish an alternate site? 

Governor Srysoip. No, sir; not now. We actually withdraw from 
operations in the Republic. 

Mr. Cassy. You say, “withdraw from operations in the Republic.” 
I have not been down there so I do not know the geographical situa- 
tions. But the terminals are in the Republic. But the railroad is 
in the Canal Zone? 

Governor Srysop. Yes, sir; for practically all its length. There 
is a short section of trackage on the Atlantic side, sir, that is in the 
Republic but just to use for switching purposes to reach the docks. 
The treaty covers that and allows us to continue the use of that 
trackage which is really a link connection between the transisthmian 
portion of the road and the docks. But that is all. The railroad 
station is transferred to the Republic, and we would have no means 
of selling tickets in any place in the Republic. 

Mr. Miuter. In the city of Panama, though, the railroad station 
is adjacent to the Canal Zone? 

Governor SryYBoLp. Practically so; yes, sir. 

Mr. Miter. So that the amount of area that is taken up in the 
Canal Zone at Panama, at Panama City, where the terminal is located, 
is the terminal itself and a few tracks. 

Governor SeyBo tp. Well, there is considerable area, Mr. Congress- 
man, in the immediate track serving the railroad station, and we 
have other properties, including a freight station that is in this area 
that is to be transferred. 

Mr. Miter. I am not familiar with that. All I was familiar with 
was the railroad station itself. 

Governor SeyYBoLp. It is a very beautiful station. 
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Mr. Mituer. I could not see where it was going to create a great 
handicap to the Republic. If I remember, it is right adjacent to the 
Canal Zone 

Governor SEYBOLD. Yes, sir; it is right over the line. 

Mr. Mruer. What will be the mileage of the proposed new high- 
way as compared to the mileage of the ‘present Transisthmian High- 
way? 

Governor SrysBotp. I do not have that figure specifically. It will 
be quite a bit shorter. We planned the construction of a 23-mile link 
in our present highway system. I would estimate—and this is right 
out of the hat—that it would reduce the travel some 6 to 8 miles, 
and maybe more. 

Mr. Miuuer. It would be pretty much of a level highway all the 
way? 

Governor SryBoup. Yes, sir. 

Mr. Miter. The present highway does go over some hills and down 
into some valleys, although not too greatly. 

Governor SrysBoutp. The Republic of Panama and the people there 
are cognizant of the fact that the present transisthmian is not a modern 
highway in terms of modern highway any more, and they are beginning 
to agitate toward the construction of a four-lane highway. I have 
seen that, I think, in the papers. It has been discussed. Such things, 
of course, would be extremely costly. 

Mr. Miutuer. If we build this modern highway—and I assume 
we will build a modern highway that would be without any heavy 
gradient, because it is practically at water level as I remember the 
roads in the Canal Zone themselves—are we then going to have a 
lot of pressure by the trucking interests of Panama put on us to allow 
them to use that highway as against using their own highway? 

Governor SeysBoup. That matter, Mr. Congressman, is also included 
in this treaty that we have spoken of that is before the Senate. In 
this treaty which Panama has signed, we have agreed that no com- 
mercial transisthmian trucks or buses should use any such highway 
that is now built in the Canal Zone. It would not preclude private 
cars, but it would preclude the use of that proposed highway to 
Panamanian commercial trucks and buses. 

Mr. Mitier. Would we have the right to preclude the use by 
private cars at our discretion? 

Governor SEYBOLD. Well, we have an agreement, of course, that we 
have reciprocal use of highways in the ‘Republic and in the zone. 
There the traffic, of course, is not of the density that one has in mind 
when he thinks of the area in and around Washington. If you would 
care to, I have a statement concerning the highway which I would like 
to present before the committee, but I am not sure it will answer all of 
the questions. It talks to some of the points that the Congressman 
has in mind. 

Mr. Mituter. I am, of course, conscious of what happened in 
Panama shortly after the war when they went to the international 
court, I believe, and got a decision that the shooting war ended their 
treaty. We had to get out of the Perlas Islands, and we had to sur- 

render Rio Hato. I was wondering if we are going to be up against 
the same type of squeeze here, that somebody is going to come in and 
pull a decision out of the hat that they have the full right and use to 
this highway. I concede that every trucker, every Panamanian 
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trucker, who now has to truck from the Atlantic to the Pacific 
side, is going to look with dripping jowls at this new grade-free highway 
when he has to go over hills. He will! start agitating with the Pana- 
manian Government to enter into treaties to use this highway. 
Do you think we will be put under pressure of that kind? 

Governor Srysoup. Well, I would not think so, because, Mr. 
Congressman, definitely that is a term of the present treaty. It was 
anticipated, just as you have in mind, that such might attract Pana- 
manian heavy trucks and so on, and it would be very difficult to 
control their weights, widths, and things of that sort. They did 
agree that this new road, the proposed new section, would not be 
utilized by commercial interests of Panama for use of commercial 
trucks or buses. Of course they would not use the other section. 
This link is out, so that throws all of that out. 

Of course there are certain reasons why it would be somewhat to 
their advantage to use the present Transisthmian. That road is 
building up. If you have not been there recently, there is quite a 
bit of development on both sides, and it will continue. These people 
living along the present Transisthmian would, of course, like to con- 
tinue that as the primary road, particularly for Panama. I may say 
that I have heard, and I concur, the statement made by several of 
our Ambassadors and the State Department, and I think that I can 
say that my Board and certainly the management of the Company, 
the Board, concurs, that Panama should be given the right to develop 
its own economy. In other words, hauling its own material. I 
would stress its own freight and passengers. That is an item which 
would develop their own country and their own resources. I do not 
know that one can quarrel too much with their desire to utilize some 
means in order to do that. 

Mr. Miuter. I would have no objection, I would see no objection, 
to even allowing them to use this road, if we have some stop that can 
be put on it. In the past, they certainly have not hesitated to 
interpret the fine print in the agreement to their own satisfaction. 

Governor Srysoup. That, of course, is along the same line. Our 
thinking is that if they care for such a highway, they certainly have 
all the right in the world to build it. 

Mr. Miuuer. Do they tax us for using the present highway? 

Governor Srysotp. No, sir. The present highway is maintained, 
really, by the Army for the Armed Forces. 

Mr. Miuter. Did we not build the present highway? 

Governor Srysoup. We built the present highway and maintain it, 
but it is maintained on a little bit different basis than just maintaining 
the highway. For that privilege, or for the maintenance of the high- 
way which we do, we have the privilege, and the Armed Forces 
particularly have the privilege, utilizing all Panamanian roads without 
having to repair them in case of excess maintenance charges due to 
their heavy loads that they sometimes use. 

Mr. Dorn. But there are not many Panamanian roads, are there, 
Governor? 

Governor SryBo.tp. Well, we have a very nice beginning of the 
Panamanian Highway, Congressman Dorn. 

Mr. Casry. | guess your answer to Congressman Dorn was that 
there are not very many Panamanian roads? 
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Governor SryBoLp. Mr. Counsel, it is a relative matter. There 
certainly is not the road net, of course, that we have in mind for any 
area like the United States. The hinterland of Panama is underdevel- 
oped, and it is one of the things they need the most, roads going back 
so they can get in and develop their country. Relatively speaking, 
the answer is “No.” 

Mr. Casry. Do you have the figures on the actual losses of this 
railroad in the last couple of years? 

Governor SryBoup. Yes, sir. The financial results of the rail- 
road—— 

Mr. Casey. There is nothing confidential about this report, and I 
think I have a copy in front of me, the economic study of the railroad? 

Governor SEYBOLpD. No, sir. ‘That was furnished for the general 
use of the committee. 

Mr. Casey. Where are the results? 

Governor SeyBo.p. The financial results are shown on page 59 for 
these series of years beginning with 1942 to the present. I could add 
to that and say that at this time, which is very close to the closing 
of our 1955 fiscal year, that the total operating expenses for 1955 
are now estimated to be $1,550,000, a total operating income to be 
$1,511,000, with a net operating loss of $39,000. 

I would like to make one explanation, and that is that in 1954-55, 
for the railroad, due to a new approach in accounting of the Company- 
Government, this tabulation shows no charge of general administra- 
tive overhead to the railroad. That was included in those earlier 
years from 1950 through 1954. In 1953, there was quite a change in 
depreciation value as shown in item 5 below. The depreciation fig- 
ures dropped from 1952, which was 163,000, to 93,000 in 1953. ‘That 
was due to a study made by the accountants. The depreciation 
charges to the railroad reduced approximately $70,000. 

I just mention that to show the reason for the variation in the net 
of the railroad for those years. 

Mr. Casey. So on this chart, this table here, the loss in 1949 was 
$219,000; is that right? 

Governor Srypoup. Yes, sir; that is right. And that, may I say, 
included quite a charge for general administrative expense. 

Mr. Casey. And, in fact, administrative expense is included all 
the way up to and including 1953, but not 1954? 

Governor SEYBOLD. That is correct, sir. 

Mr.Casry. The figures there for 1949 of $219,000, and then $165,000 
for 1950, and $128,000 for 1951, $134,000 for 1952, and $13,000 for 
1953, and a profit of $24,000 in 1954, are exclusive of the charges for 
general administrative expenses? 

Governor SryBoup. That is correct, sir. 

Mr. Casey. So, actually, your losses have been going down for the 
last 6 years? 

Governor Srysoup. Well, not exactly, sir. If that same charge 
of general administrative expense had held, you see—for example, 
the last year it was applied to this account was $198,000—if that 
were added in 1954, we would have a loss of, say, $174,000, and in 
1955 it would have been a loss of about $235,000. 

Mr. Casey. In other words, your loss in 1953 was $13,000, and you 
say your estimated loss in 1954, including general administrative 
expense, would be $174,000? 
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Governor SrysBotp. That is correct, sir. 

Mr. Casry. And yet the number of passengers and freight carried 
in those years does not vary with that kind of a figure, does it? 

Governor Srypoup. As | say, the change, the big change, in 1953, 
you will see, is a change in the depreciation account in 1952. That is 
that great change there. In 1952, that depreciation was $163,000, 
in 1953, it was $93,000, and in 1954 it is $90,000. Our charge is 
about that, I would say, for 1955. 

Mr. Casry. I think you are missing the point here. 1953 already 
includes the reduction from 1952 to 1953 in your general adminis- 
trative expense, and yet you only have a loss of $13,000. 

Governor SEYBOLD. 1954 over 1953, I think, is the one that does 
not seem to tie in better. You will notice the table in 1954 and 1953 
whereby we have the operation, the maintenance, and repair of ways 
and signals and so on. The general administrative expenses is not 
included. 

Mr. Casry. Let us go to the table on page 12. In that table you 
have indicated the total operating expenses for the years 1942—54, 
less the income from other than Company or Government sources 
which gives you a resulting figure of the cost to the Government of 
whatever traffic was carried by the Government. If anything, those 
figures have been fairly constant. In other — the cost to the 
Government of whatever business was carried by the Government 
all the way from, say, 1948 through 1954? 

Governor SEYBOLD. Yes, sir. 

Mr. Casry. Now, in this study, you have 19, and 2 question 
marks as the next vear after 1954. What is the significance of the 
two question marks? 

Governor Sryso.p. Well, that would be subsequent to the treaty, 
whether it be 1958 or 1960 or whatever year. 

Mr. Casey. It is not 1955? 

Governor SEYBOLD. No, sir; I am sorry. No; it is not 1955, I 
could run across and give you 1955 if you would care to have it. 
That is subsequent to the effects of the tres ity; yes, sir. 

Mr. Casry. Subsequent to the full effects? 

Governor SEYBOLD. Yes; assuming that we still would retain a 
certain quantity of commercial traffic for Panama in any event, which, 
of course, is conjectural. 

Mr. Casry. These losses that you referred to here on pages 58 and 
59, where do you absorb those in the revenue of the Company 

Governor SeyBoup. They are just put into the general fisc al state- 
ments or accounts. It is ultimately, of course, absorbed by the nets 
that are made by any other activity of the C ompany, inc ‘luding the two. 

Mr. Casey. How many nets do you have in the Company? How 
many profit activities do you have? 

Governor SryBo.p. Well, we have about 84 activities of the Com- 
pany. I could not offhand say how many of those—I think the 
counsel means business activities against the profit ones. 

Mr. Casey. Leaving aside the tolls, can you give us the profits and 
losses of the Company? 

Governor SEYBOLD. Sir? 

Mr. Casey. Leaving out the tolls, what is the status of the profit 
and loss, so far as the Company is concerned? 
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Governor Srysoip. The Company’s other activities, other than the 
marine activities, produce a net which is applied to the general over- 
head administration and other fixed charges of the Company of about 
$243 million, I think. 

Mr. Casey. You are in the black by $2 million? 

Governor Seysoup. Yes, sir. When 7 say that, of course, we get 
into complicated accounting, Mr. Counsel. That is over and above 
operating costs including depreciation. 

Mr. Casey. But not including administrative expenses? 

Governor SrysBoup. And cost of government; yes, sir. 

Mr. Casey. But not including cost of government or administrative 
expenses? 

Governor Srysoup. That is correct. That is the contribution of 
all of the supporting activities to the canal. I think that was about 
$2% million, sir. 

Ir Casry. And how much did you take in, for example, in tolls, 
last year? 

Governor Srysoutp. We will get the exact figure. It is around 
$37 million. 

Mr. Casry. While we are as close to this subject as we are, and I 
do not want to deviate from the topic at hand, it has been alleged 
that since 1950, when the statute was passed authorizing or almost 
directing that hearings be held and that tolls be set, that there have 
been no hearings had and no revision of the tolls and no review of the 
tolls. Is there some reason for that, Governor? 

Governor Srysoutp. Well, in the opinion of the Board of Directors, 
and we have shown profits for the years 1952-54, and it appears as 
though there will be a net in 1955, so having produced such results 
the Board of Directors—and may I say this, that the next element is 
that it is anticipated, and I think on very firm ground, that next 
year will produce a loss—it has been felt that up to the present time 
it was not desirable to have a tolls hearing due to the fact of the 
approaching reduction in operating nets to the Company. Further- 
more—well, that is the answer. 

Mr. Casry. The General Accounting Office has maintained in 
their report that if you had a hearing now you would have to reduce 
your tolls. 

Governor SryBoup. Of course, we do not agree with that approach. 

Mr. Casny. How long has this approaching reduction in net been 
coming on? Ever since 1950? 

Governor SryBoup. No, sir. Since the secession of the Korean 
war. 

Mr. Casey. In other words, what you are saying is that now you see 
some approaching losses so that there is no justification now for 
holding a tolls hearing; is that the story? 

Governor Srysouip. The timing and the balance of past profits 
against future or real losses in your tolls, whether you utilize those 
profits for future toll losses, is something that has not been fully 
developed at this time. It would appear as though it would be an 
error to try to change the tolls at the moment due to the fact that 
we have had these nets in the past and the future is looking rather dark 
due to the loss of Government movement through the canal. So it 
does not appear that this is the proper time for a tolls hearing unless 
the present legislation which is before the Congress—or the legislation 
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which is before the Congress presently—is acted upon and, which, if 
adopted, would place a very heavy burden on the Company and prac- 
tically wipe out all the nets that we have accumulated since the 
formation of the Company. 

Mr. Casey. Of course, I am not suggesting that you hold a hearing 
for the purpose of reducing your tolls. But it just seemed to me 
reading the statute there was almost a direction to you to hold go 
hearing anyway, regardless of whether you kept the same toll « 
increased it or reduced it. Is it the position of the Board of Diree sits 
that they can go ahead and take it upon themselves and decide that 
no hearing is justified? 

Mr. Wuirman. Our position was not that we were required to hold 
a hearing unless it was indicated that there should be an increase or 
decrease in tolls. In other words, this is the first time that I have 
heard it suggested that we should hold a hearing in the absence 
of considerations that indicated that we ought to alter the tolls. As 
long as the tolls are all right the way they are, we would not go into a 
hearing. 

Mr. Casry. Who decided they are all right the way they are? 

Mr. Wurman. The Board of Directors. 

Mr. Casry. How do you know what the facts are until you hold 
the hearing? 

Governor Seyspotp. Are the facts not proven, Mr. Counsel, by the 
results of the Company’s yearly fiscal status? 

Mr. Casey. Yes; but someone else has an interest in this problem 
besides the Company. We have steamship companies paying these 
tolls. In fact, when the statute was passed, there was an intense 
interest by the steamship companies in the provisions in the statute 
and in the language prescribing what the tolls should cover. Is that 
not a fact? 

Governor SrysBoutp. Yes; that is the background. Of course I 
think the present corporation was formed due to the matter of tolls. 
However, may I say this, that at the present time we have never been 
approached by the steamship interests with a request for a tolls 
hearing. 

Mr. Casgy. No one has ever asked you for a tolls hearing? 

Governor SryBo.p. No, sir. 

Mr. Garmatz. Mr. Allen? 

Mr. ALLEN. Governor, it seems to me that as a practical matter 
you cannot change the tolls every time a ship goes through in order 
to make that toll specially compensatory exactly, but you do have to 
take a period of operations and make a general average. When you 
get into a period of much over a year, does not the policy amount to 
saying that you are charging the present users of the canal more than 
is sufficient to operate the canal in order that someone in the future 
may use it at less than the compensatory rate, so that the present 
shippers will pay for it? 

Governor Sryso.p. That specifically has not been thought of and 
discussed by the Board. One of the items, of course, which we have 
been waiting, may I say, for final action by the Congress upon, is the 
matter of depreciation of the nondepreciables, which would or would 
not throw this burden on it. That was presented at the last Congress. 
I think it is before this Congress, too. Such legislation would really 
react to take all our funds and place us in a different position than we 
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consider ourselves today. We have been waiting to see whether those 
would or would not be acted upon. 

Mr. ALLEN. Would it not be reasonable, aside from the legislation 
complications, to expect the Company to adopt a policy that peri- 
odically—for example every 2 or 3 years—the tolls of the past period 
and possibly a year ahead should be estimated and a rate fixed peri- 
odically to fit the conditions so that there would not be this long lapse 
of payment by one set of shippers for the benefit of another set of 
shippers? 

Governor SryBoup. Yes, sir; that is right. Along that line, and 
with that in mind, the Company did present a report to the Congress 
last year on that matter, in which it was stated that the Company 
felt under these conditions it was not desirable to have a tolls hear ing. 
You see, the first step, as the Congressmen well know, is that a rate 1s 
fixed by the Company and then the hearing is held. Then it is de- 
cided by the President. When we presented that report, it was ac- 
cepted and we felt that the viewpoint, as outlined there, was accept- 
able to everyone. 

Mr. Auten. Do the people who use the canal ever have a formal 
opportunity to present their views as to the future volume of use for 
consideration in the fixing of toll rates? 

Governor Srysoip. We have not discussed the matter formally 
with the users; no, sir. We have, of course, tried to develop all means 
possible to anticipate the volume which, of course, is the controlling 
item on the rates. It is so intricate that we have not been able to find 
a truly clear method of projecting the volume on the canal. 

Mr. Casry. Getting back to the railroad, Governor, you have 
spelled out in a separate memorandum what you consider to be the 
legal authority of the Company to abandon the railroad without 
coming before the legislative committees of the Congress. Basically, 
I believe you have relied upon the provisions of section 249 of the 
Panama Canal Company Act, which confers upon the corporation 
certain specific powers, inc luding one which is a discretionary power, 
and which reads: 


may construct, maintain, and operate a railroad across the Isthmus of Panama. 


You say that the word “may” imposes no legal obligations to con- 
tinue to operate the railroad. I assume that you take “the same posi- 
tion with respect to all the other activities that are outlined in the 
Panama Canal Company Act? 

Governor SrysBoup. Yes. We feel that it is a management problem 
to operate the main activity and supporting activities in the most 
economical way possible. In fact, I think that is the charge from 
Congress. As such, we have, throughout this period, done away with 
many portions and specific activities in order to bolster the economy 
and efficiency of the entire corporation. As these are spelled out as 
only permissive, we feel that that charge is directly one to the corporate 
body that it does operate in that manner. As stated before when we 
discussed the legal authority, there is nothing in the Corporation 
Control Act. And then, these matters, of course, are always brought 
into the budget that is brought before the Congress every year. 

But if the corporation were not authorized to abolish any activity 
which it, in its decision, determined to be not economical, then the 
question would be just how does the corporation act? I think legally 
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it is quite firm that it is within the powers of the corporation. We 
certainly, of course, do not object to these questions. In fact, we 
like to bring these questions out. The hearing today, I am sure, is 
going to be helpful for understanding. 

Mr. Macurowicz. You certainly could not build a new road 
without authority from Congress; could you? 

Governor SryBotp. No, sir. It would not have to be legislative 
but an appropriation. 

Mr. Macnrowicz. Yes. So then, actually, the authority is from 
Congress whether or not you should abandon the railroad. It is for 
Congress to determine that. 

Governor SEYBOLD. Well, in that manner, yes, sir, because we had 
to go before the Congress to get appropriations for trucks. 

Mr. Macwrowicz. You would not consider abolishing the railroad 
unless you were certain that Congress would authorize the construc- 
tion of the new road? 

Governor SEYBOLD. No, sir. That is yes and no. We would not 
abolish the railroad if we were certain Congress would not give us the 
trucking equipment. 

Mr. Casey. In other words, you felt that by presenting the budget 
item for trucks, and explaining that that was in substitution of the 
railroad, that you were getting from the Appropriations Committee 
a green light to go ahead and abandon the railroad? 

Governor SEYBOLD. Yes, sir; in effect. 

Mr. Casry. Do you distinguish between dropping off a couple of 
boxcars, and manipulating the management of the railroad around, 
which, of course, clearly is within the management function of the 
Company, and abandoning completely of an activity? 

Governor SEYBOLD. Well, there are degrees, of course, to every- 
thing. I feel, of course, from what the counsel has in mind, it is still 
in the same plane of management for the corporation. 

Mr. Casty. How about the construction of a new road? Do you 
feel you can go ahead and construct that new road within the powers 
conferred on you in the act, if only you get the money? 

Governor SEYBOLD. Yes. 

Mr. Casry. Then really there is no need to come before this 
legislative committee for anything; is there? Can you conceive of 
anything that vou would come before this legislative committee for? 

Governor Sryrotp. We have this present legislation, Mr. Counsel, 
that came before this legislative committee which is a change, of 
course, on the amortization on nondepreciables. 

Mr. Casry. You mean this bill that you have introduced, or had 
introduced? 

Governor SEYBOLD. Yes, sir. That came before this committee 
And any other legislation that generally would change the corporate 
form and the authorities that have been granted in the public law. 

Mr. Macnrowicz. You came before this committee because of the 
report of the Commission on Organization of the Executive Branch 
of the Government, which practically ordered you to do so, did they 
not, when they stated as follows: 


That the appropriate committee of Congress examine the circumstances 
surrounding the decision to abandon the Panama Railroad before it authorizes 
or appropriates in favor of the new highway construction. 
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Governor SEYBOLD. Yes, sir; and an invitation by the chairman, 
of course, that invited us here this day. 

Mr. Macurowicz. And the Appropriations Committee also 
suggested it. 

Governor SEYBOLD. Yes, sir. 

Mr. Miter. | think we ought to make sure that we get that last 
statement into the record in final form. What did the Appropriations 
Committee tell you about coming before this committee? Did they 
direct you to come here? 

Mr. Wuirman. May I speak to that, Mr. Chairman? 

Mr. Garmarz. Surely. 

Mr. Wuirman. The report of the Appropriations Committee of the 
House took exception to the item in the budget program of the 
Company for the purchase of this equipment and the construction of 
a highway, and stated that before we proceeded with the abandon- 
ment we should obtain clearance from the appropriate legislative com- 
mittee of the House of Representatives. 

Mr. Miuuer. In view of that, do you still consider that you have 
authority to go ahead without permission of the appropriate legislative 
committee or without the express action of Congress through the 
appropriate legislative committee to do these things? 

Mr. Wurman. No, sir; I think we can say that we consider that at 
this time we are bound not to proceed with that until the Congress in 
one way or another has authorized us to proceed. 

Mr. Mituer. How do you reconcile that with the statements that 
you have made here that you have this authority to proc eed? 

Governor Sryzoxp. I think this is a specific item, Mr. C ongressman, 
which was brought in that category by the Appropriations Committee. 

Mr. Miuuer. Governor, would you say that this does not establish 
a pretty good precedent for you? 

Governor SeyBoup. Well, it would be very difficult, Mr. Congress- 
man, to draw the line of where management stops and permission 
from C ongress on any of these begins. 

Mr. Macurowicz. The facts are, though, that both the Commis- 
sion on Organization of the Executive Branch and the Appropriations 
Committee of Congress have informed you that before you can do 
anything about the abandonment of this railroad, this committee must 
pass on the facts and circumstances surrounding it? 

Governor SrysBo.p. I think that is the understanding; yes, sir. [| 
wish this committee to understand that no one on the Board of Di- 
rectors or the management is desirous to do anything that is not 
according to the wishes of Congress. I want that fully understood. 
That is the way we do business down in the Canal Zone. 

Mr. Macnrowicz. Governor, in view of the fact that it has been 
determined that this committee should have the burden of passing 
upon the circumstances surrounding your decision before anything 
further is done, I would like to get some facts which you may have 
stated in my absence. Has the cost of this road been estimated by 
you? 

Governor SryBotp. Yes, sir. 

Mr. Macurowricz. How much is that? 

Governor SEYBoLpD. $9 million, sir. 

Mr. Macurowicz. I am told that there have been other estimates. 
Is that for a two-lane road? 


ii 
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Governor SrYBoLp. Yes, sir. 

Mr. Macurowicz. And about $15 million for a 4-lane road? 

Governor SEYBOLD. We have an estimate of 15, and I have heard 
figures of $30 million and other figures. But we have not even esti- 
mated that. The basis of the fact is, if I may speak to that for just 
1 moment, the traffic that can be expected to use that new road will 
not justify a 4-lane highway. 

Mr. Macurowicz. Would you thmk that a four-lane highway 
would not eventually be necessary there? 

Governor SryBoLp. Not for any foreseeable future. 

Mr. Macurowicz. I have heard estimates, and I have them here, 
which are as high as $30 million for the 2-lane and $35 million for the 
4-lane. I know you have them also. Can you tell me what the reason 
is for this great difference in the cost? 

Governor SryBo.p. Well, I just feel, may I say, possibly the folks 
that made some of those studies did not study the matter quite as 
carefully as we have. I think the basic answer is, Mr. Congressman, 
the fact that they anticipated a wide addition to the fill that is across 
the lake. That is the critical portion of the road. 

Mr. Macurowicz. Do you have to go across that lake? 

Governor SryBo.Lp. Yes, sir. But we use the right-of-way of the 
railroad, and it does not require any additional fill. I have heard 
statements, too, saying that it would sink and things of that sort. 
Well, this fill has been there for 40 years, and it is perfectly stable, and 
can be used in that manner. It is wide enough. There is one small 
section where you would have to reduce an elevation about 2 feet to 
get the required width. This 2-lane road would be a 24-foot road, too, 
which is a modern standard. So, I believe that the people who had 
the larger estimates anticipated quite a large fill throughout that area. 

Mr. Macurowicz. These statements about the land subsidence, 
and the fact that you have to build up some of those sections, are from 
responsible persons, one being a former engineer of maintenance of the 
Panama Canal. Am I right? 

Governor Sryspoup. The only thing I can say is that this fill has 
been there, sir, and it shows no signs of failure. 

Mr. Macurowicz. General James Steese is quoted as saying, and 
I am quoting here: 

If slides should close the Panama Canal, no highway could meet the needs, and 
the railroad would be absolutely necessary.. In World War IT, we could not have 
fought the war without that railroad. 

He also stated that the conversion of the railroad right-of-way would 
offer great engineering difficulties because of land subsidence in some 
of the soft areas. What do you have to say as to that, Governor? 

Governor SrysBoutp. I know General Steese, of course. I cannot 
understand what he has in mind. We intend to use the railroad fill. 
Certainly the effect of a highway on that fill would be less harmful 
than heavy trains. The fill itself, as I say, has a service record of 
40 years. It is not going to fail. I think the general had in mind a 
large fill alongside. We, of course, in our studies have developed the 
fact that the four-lane highway is not needed for the foreseeable future. 

Mr. Macurowicz. The present road is entirely through Pana- 
manian territory, is it not, Governor? 

Governor SEYBOLD. Yes, sir. 
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Mr. Macurowicz. And the right-of-way that you have is com- 
pletely in the Canal Zone? 

Governor SryBo.p. That is right; ves, sir. 

Mr. Macurowicz. The present railroad lines that you have, as I 
am told, are about 155 miles if you include the aprons and the various 
other sections. Am I right about that? 

Governor SryBoup. We have retired some, but I would not quarrel 
with that. May I speak to that? I think the statement is made 
that that is very difficult to replace with 32 miles of highway. But 
it must be remembered that——— 

Mr. Macurowicz. May I just say the figure of 155 miles I have 
received from the General Accounting Office is their estimate. 

Governor SryBpoutp. I have no quarrel with that, Congressman. 
But the matter of it is that the road net, of course, that parallels this 
155 is already there. The distributing road net is present, so all we 
need is the link of the main highway, and we have the comparable 
road to the 155 miles of rail. 

Mr. Macurowicz. What I wanted to come to is this: Besides the 
$9 million or $30 million or $35 million figures which have been given 
as the cost of this road, you are going to have additional expenses by 
building additional roads, storage space and that type of extras, is that 
right? 

Governor SrysBoup. I am sorry I did not explain my point very 
well. No,sir. The distributing roads which the trucks would use to 
carry to destination, which would parallel and take up this additional 
mileage, are there today. The trucks go to the same backdoor that 
the rail car does. 

Mr. Macnrowicz. You will have to build new storage areas, 
would you not? 

Governor SryBoup. No, sir; not new storage areas. We would 
build new sheds, but that is a very minor amount. You see, Mr. 
Congressman, there is another thing in the operation of the truck 
system against the rail system. We make a secondary distribution 
after many of the materials are brought by rail to the Pacific side. 
We make a secondary distribution by truck which can be obviated 
by the use of primary distribution if you use trucks in the beginning. 

Mr. Macurowicz. This 22 or 23 miles, that is only from Gatun 
on one side to Gamboa on the other? 

Governor SEYBOLD. Yes. 

Mr. Macurowicz. And you are going to use the existing roads from 
Gatun on one side and Gamboa on the other? 

Governor SEYBOLD. Yes, sir. 

Mr. Macurowicz. Will there have to be additional work done on 
those roads? 

Governor SEYBOLD. No, sir. 

Mr. Macurowicz. Those are two-lane roads? 

Governor SEYBOLD. Yes, sir. 

Mr. Macurowicz. I wonder what you can say about this statement 
of General Steese: 

If slides should close the Panama Canal, no highway could meet the needs. 


That is quite a serious statement made by a former engineer of 
maintenance of the Panama Canal. I think all of us are interested in 
that possibility. 
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Governor SryBo.p. Yes, sir. I want to assure the committee 
that the safety of the canal, or any of its reserve, is a matter of 
importance that is always considered by the Board and by manage- 
ment. As I stated in my preliminary statement, the reserve of the 
railroad to meet such conditions, such emergencies, is not as great as 
sometimes considered, first due to the condition of the rail equip- 
ment itself, which would have to be practically entirely revamped, 
because it is so old and outworn, and it is a 5-foot gage, and we 
cannot transfer rail equipment from the United States to the zone. 
You cannot reach and grab a Baltimore or Pennsylvania rail car and 
take it to the zone, because the trucks are wrong. ‘To meet such 
emergency in using the railroad, you would have to begin by build- 
ing a great number of rail cars. The rail cars can be built rather 
quic Aly. But on the other hand, if that condition arose, you could 
just gather trucks in the United States to no end and bring them 
down and put them in the road to meet such an emergency. Under 
conditions of controlled road nets, and movements like that, you 
would be greatly surprised as to the volume of traffic that can be 
put over a highway. I made mention of the achievements made in 
the world war on that, when we were feeding the American armies 
practically over a red-ball highway, but it was many, many miles 
longer than the one in Panama. I think the road reserve, particu- 
larly if you could build the one in the zone, would be somewhat 
superior to meet conditions that would arise if you just had to bank 
on the rail itself. 

Mr. Macurowicz. There is quite a difference of opinion on that 
point; is there not? 

Governor SryBotp. Well, I have stated my viewpoint, sit 

Mr. Macurowicz. You are familiar with the view expressed very 
recently, I think, by your very distinguished predecessor, Governor 
Thatcher. He says: 

The railroad should be regarded as insurance against a possible disruption of 
Panama Canal traffic by land slide or other emergency. It would then be 
indispensable of large-scale transportation across the isthmus. 

Evidently, he is of the opinion also that this matter of abolishing 
the railroad should be given a thorough looking over before we decide 
to abandon it completely. 

Governor SryBo.p. I believe he so indicates; yes, sir. 

Mr. Macnrowicz. The reason I say that is because I would like 
to press upon the fact that this is quite an important decision that 
has been forced upon this committee and there are many factors that 
should be considered. I happen to have traveled across that railroad 
a number of times, and I am rather doubtful whether the figures 
stated by you would be sufficient for the construction of a road across 
there. 

Governor SryBoup. Well, the only thing I can say, Mr. Congress- 
man, is that this has been given very close attention and full study 
by our engineering division. 

Mr. Macurowicz. And you think the 22 miles of road would be 
able to replace 155 miles of rails? 

Governor Srypotp. Yes, Mr. Congressman, for the reason that I 
just stated, that the remaining 132 miles are already in place. 

Mr. Macnrowicz. All right. That is all. 

Mr. Gramatz. Mr. Allen? 
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Mr. Auuen. I do not know where we are going to get the $9 million. 

Mr. Macurowicz. Or $35 million. 

Mr. AuuENn. I will start at $9 million. 

Governor SryBouip. Of course there are 2 elements that can be 
taken in 2 steps, Mr. Allen, if desired. The first is we have shown 
the economy of trucks over rails. Of course there is no prohibition of 
using the present transisthmian, and we would propose to do that 
prior to the time that the highway is built on the railroad right-of- 
way, following it as soon as we can with the construction of the 
highway on the rail right-of-way. We have $90,000 in the present 
budget for the study and preliminary engineering, or further engi- 
neering, of the highway. 

Mr. AutLen. That is an appropriated fund. But where do you 
actually get the money? 

Governor SryBo.p. It would be an appropriation; yes, sir. 

Mr. Auten. It would be a further investment of the Government 
in the Canal Zone? 

Governor SreYBoLp. Yes, sir. 

Mr. Auten. And that would be amortized and interest would be 
paid on it, and ultimately you would charge a toll? 

Governor SryBo.tp. The legislation would have to provide for the 
amortization. We would pay depreciation on it. 

Mr. ALLEN. As to that part, the cost will ultimately be borne by 
the water commerce through the canal. 

Governor SryBoup. Well, of course, all capital costs in that manner 
are paid by the corporation. 

Mr. Auten. Have you given any thought to making it a toll road 
and charging on a weight basis, such as you do the traffic through 
the canal? 

Governor SEYBOLD. Yes, sir; we have considered that. The pre- 
liminary view or the preliminary results that we have developed show 
that it would cost about as much to operate it as a toll road as you 
would get in return, because of the fact that traffic is not too heavy 
from the outside. I say those are extremely rough figures, but it 
has been considered. 

Mr. Auten. It would occur to me from the observations I have had 
down there, that the tolls are paid, in large percentage, by the com- 
mercial operations, the commercial carriers, while the roads are used, 
and almost an equally large percentage, by the military. If you do 
not have some sort of a toll system do you not in effect support the 
military operations by the payments of the merchant-marine 
operation? 

Governor Seysoup. That is one of the viewpoints, sir. 

Mr. ALLEN. That is a good question; is it not? 

Governor SrYBoLp. Yes. 

Mr. Auuen. I have one other question. Has any thought been 
given to establishing a barge line through there to replace the railroad? 

Governor Srysoup. Well, that, we feel, would still be more expen- 
sive for this short haul, with a rather mixed type of cargo we use, and 
then there is the problem of redistribution at the end of a 45-mile haul. 
We have anticipated the use of the canal itself with a barge line for 
extremely heavy lifts, or possibly bulk, such as scrap and things of 
that sort, where we have an easy access to loading and unloading. 
But it requires a difficult move on transport from, you might say, your 
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vard to dock, and then, of course, the dock moving to shipside—one 
would be alongside ship—it is ‘alw ays the sec ondary move that 
creates the additional cost. 

Mr. Auuen. I have in mind the operations from the Navy supply 
center at Oakland to Stockton, and the transbay operations in both 
the New York Harbor and the San Francisco Harbor, where so much 
of the cargo you are using does actually go from shipside to a point of 
distribution in the city or elsewhere. 

Governor SryBoLp. Their conditions are somewhat different, I 
believe, as they move through very intense, heavy traffic, in the bay 
area or in New York, which is not generally so in the zone. 

Mr. Garmatz. We have Congressman Flood present. He is not 
a member of this committee but is a member of the Appropriations 
Committee. He is vitally interested in this matter and he has a ques- 
tion he would like to ask you, Governor. 

Mr. Fioop. Mr. Chairman, I would rather, if the chairman of the 
committee does not object, later make a statement. I do not want to 
make a speech. I have no purpose in asking the Governor any direct 
questions. May I say this, if it does not interrupt your procedure in 
questioning—— 

Mr. Garmatz. Do you have a statement for the record? 

Mr. FLoop. Yes. I would prefer to have the members ask the 
questions and then maybe I can make a statement. 

Mr. Van Pett. Governor, in view of the statement of authority, 
and basing it on this ‘‘may” provision of the law, would you still 
abandon the railroad if the Congress denied authority to build the 
new road, and required that the present road be used? 

Governor SEyYBoLD. You see, there are two elements in this. I[ 
would say, Mr. Congressman, it is my opinion, and it would probably 
have to go to the Board, that if the Appropriations Committee would 
approve ‘the purchase of truc ks, then I think that that would give us 
the authority to abandon the operation of the railroad. I think that 
that is my opinion. It may not be that of my Board. But it would 
appear that in doing so the Appropriations Committee does speak 
the thought’ of Congress, and in authorizing the purchase of trucks 
they would tacitly approve the abandonment of the operation of the 
railroad. 

Mr. Fioop. Will the gentleman yield? May I respectfully suggest 
that the answer was anything but responsive to your question. 

Mr. Cassy. I am inclined to agree. 

Mr. Van Petr. Well, I had some question about the reply myself. 

I am still wondering what the decision might be of you and your 
Board to abandon it. 

Governor SeysBo.p. I think under the conditions of today, sir, it 
would be not proper for us to take any action until the committee has 
acted, either in the abandonment of the railroad or the building of 
the highway —— 

Mr. Dorn. You are referring to this committee? 

Governor SreyBoup. Yes; or the purchase of the trucks. 

Mr. Van Petr. That is all. 

Mr. Macurowicz. I have just one question along that line. I do 
not know whether that was in your mind or not. Let me ask you this: 
You certainly would not rely on the existing road if you abandon this 
present railroad? 
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Governor SryBoup. Well, I think we could truck over the present 
Transisthmian. It would not be as economical, and we would have 
problems. 

Mr. Macnurowicz. And it would not be as safe. I have in mind 
now my own personal experience only a few months ago when I was 
in Panama, and your officials and the Army officials told me that I 
could not leave on that road because it was too unsafe, at the time of 
the arrest of the President. 

Governor SrysBo.tp. I know the Congressman was down during 
that time. It would be much better to stay in the zone under those 
conditions. 

Mr. Macurowicz. What I wanted to bring out was under no 
circumstances would you consider the use of the present road if you 
abandoned the railroad. Would you? 

Governor Seysoup. I think that that could be given further con- 
sideration before 1 would say positively no. 

Mr. Casry. Actually, we have to know something about that 
before we can take action in the committee. We cannot pass on 
the abandonment of the railroad unless we know that by doing that 
we are also authorizing the construction of a new road. 

Governor Srysoxp. I do not think that they follow exactly. In 
fact, 1 would be satisfied to truck over the present Transisthmian as 
we maintain it for the Panamanians, and it would be satisfactory for 
the time being. 

Mr. Macurowicz. But the present road is completely within the 
Republic of Panama, completely outside the zone. 

Governor SrysBoup. That is right. 

Mr. Macurowicz. For that reason, I think you would be rather 
hesitant to rely upon that road. 

Mr. Van Petr. Do we have any authority to police that present 
highway, even though we maintain it? 

Governor SeyBotp. No, sir. 

Mr. Garmatz. Mr. Dorn? 

Mr. Dorn. The present highway, Governor, is not used to its full 
capacity now, is it? 

Governor SrysBo.tp. Well, not to its full capacity, no. 

Mr. Dorn. I notice you say that with some hesitation. ‘I have 
gone over it in daylight and in dark hours, and sometimes in day- 
light I have not even come across an automobile. Do you not believe 
it could use almost a hundred times the amount of traffic it gets at 
the present time? 

Governor SryBotp. I believe that would be a little more than 
would be good for that road. It is not a modern road under modern 
standards. But as the Congressman has pointed out, it has not 
reached its full capacity yet. 

Mr. Dorn. Do you know how much it cost to build that road? 

Governor SreyYBoLp. I do not have the figures, sir, but they can be 
furnished. 

(The information requested is as follows.) 

The present Transisthmian Highway was built at a cost of approximately 
$9,785,000. 

Mr. Dorn. I think it would be important for the committee to 
know in comparison what it cost to build that road and what it might 
cost to build a new road. 
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When was the road which is there now built? When was the 
Transisthmian Highway built? 

Governor Srysoup. The present Transisthmian Highway was 
finished in 1942. 

Mr. Dorn. Would that not indicate, then, that your statistics here 
are poorly selected, on page 4, when you are using the number of 
passengers declining during the same period from over 1 million in 
1942, a war year, to 453, 000 in 1954? I remember, I used an railroad 
quite frequently in 1942, and as did any number of other Army and 
Navy personnel. I would imagine that of the 1 million in 1942, at 
least “half were Army, Navy, and Government anata engaged in 
their duties. I remember the various uses put to it as a naval officer 
with the enormous number of other men. It certainly is not being 
used in that regard in 1954. I feel vour statistics are not very 
perinent. 

Governor SryBoup. Well, that was, of course, a war year. On page 
10 is shown the number of passengers carried. It has dropped off. 
Unfortunately, we did not go and place in this record the number of 
passengers prior to the war years. 

Mr. Dorn. If the number of passengers in 1938 compared favor- 
ably with the number of passengers in 1954, it would show that the 
competition of the highway was not the cause of the dropping off 
of the passengers, and there must be any number of Panamanians 
and Americans not having cars who use the present facilities who 
would be seriously harmed by the dropping of this railroad. 

Governor SeEYBoLpD. The record since the war, of course, bears out 
that there has been areduction. It is our opinion, our studied opinion, 
that the use of the railroad for passengers, commercial passengers, will 
continue. The matter is, in my mind, Mr. Congressman, not so much 
a comparison of 1954 and 1938, although it is shown here, as it is our 
view of the actual economics of the trucking and highway in 1955 
and in the future. We are not trying to particularly compare it with 
the past, but we are showing the trends of the operation and what we 
have in our studies developed as to the economic aspects of the whole 
matter. 

Mr. Dorn. Can you get the committee the figures on the use of the 
railroad from 1938 through 1942? 

Governor SEYBOLD. Yes, sir. 

(The information requested is as follows:) 

The following tables show the number of passengers and the tonnage of freight 
carried by the Panama Railroad in fiscal years 1938 through 1941: 


Passengers transported, 1938-41 





Ist class 2d class 
— —————————|——_—- —|— ~ —_—- Total 
Fisca] year , ao 4 -r8n . assen- 
a P. C. Co. | Employee | Commer- P.C. Co. | Commer- - seas 
official "Saerty | cial | Other official cial Other | ®* 
business ™ I revenue business revenue 
ee : 31, 915 46, 745 95,048 | 45, 853 106, 582 92, 336 4,698 | 423.177 
1939_ es . 33, 806 47,046 | 99, 057 | 43, 407 100, 845 108, 421 4.940 437 , 522 
as ohio tee 76, 467 | 55,012 | 101,073 | 46, 127 151, 057 136, 279 4,947 | 570, 962 
et 130, 391 76, 069 146, 125 | 43, 937 180, 037 219, 889 4,015 | 800, 463 


nr $$ — ———$_____—_ = 











26 PROPOSED ABANDONMENT OF PANAMA RAILROAD 


Freight transported, 1938-41 


| 

| ‘Freight 
Hien’ sieies | Total freight | revenue 
Fiscal year (tons) | received 


by railroad 


we... ‘ ere . ‘ ate ek 318, 828 $865, 790 
1939__- tc Ain tence bees eee a 371, 993 | 859, 253 
1940__- i ce ace a ; e 609,648 | 1, 290, 242 
1941 __ isto eae etl ae 1, 085, 112 | 1, 914, 732 


Mr. Dorn. Do you have, besides those statistics, the number of 
United States citizens that use the railroad as against the number of, 
let us say, Panamanian citizens that use the railroad? 

Governor SeyBo.tp. We would not have it that way. 

Mr. Dorn. What, referring to Mr. Casey’s question, has amazed 
me is the Panamanian willingness to drop, or evidently request, 
according to the treaty, to drop, the terminal points of the railroad. 
Here in the United States we want terminal points of a railroad in 
our cities. It seems to me that Panama is doing a great deal of 
economic harm to itself by dropping the terminal points in Panama. 
Railroad transportation is vital to the existence, usually, of commerce. 
I wonder why they feel they do not need this commercial railroad or 
do not want it, and do not want the terminal points in their cities. 
Besides everything else, I should think the merchants on Front Street, 
and the merchants in Panama City, will be severely hurt by the 
dropping of these terminals. 

Governor Srysotp. Mr. Congressman, I can only give you my 
opinion as to their move in this. It is that they have felt that they 
can be serviced by their own trucks, and in doing so, of course, that 
is an activity which is transferred from other hands into their own 
economy. They feel that great benefits to their economy, as such, 
will derive from handling their own operations. 

Mr. Dorn. Do you mean to say that Panama itself believes that 
the elimination of the railroad will be good for Panama? 

Governor SeyBo.ip. Good for the economy, yes. I say that is 
my opinion. 

‘Mr. Dorn. The elimination of the railroad would be good for the 
economy of Panama? 

Governor SryBoup. Yes; because that takes out a competitive 
activity from their own. 

Mr. Dorn. I have heard that they have even now requested—not 
Panama itself but Panamanian merchants—the railroad for statistics 
on the possibility of piggybacking trucks and so on, truck merchandise. 

Governor SEYBOLD. | have heard that. I have heard that rumor, 
Mr. Congressman. We made a very thorough investigation. The 
rumor was supposed to be that Terminales, and I assume you are 
familar with them, approached us and talked to us about it. There 
is no foundation to that rumor. I told these people that the Panama 
Railroad would turn down no traffic, and that if asked for we cer- 
tainly would give them a piggyback rate. Basically, of course, it 
just does not pay to transfer a truck piggyback for such a short dis- 
tance. But we investigated that. No one has approached me nor 
any of thereal people. They might have talked of it on street corners. 

Mr. Dorn. Along that same line of piggybacking, with Mr. Allen’s 
suggestion, could not the barges be used on a piggyback method in 
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order to obviate the terminal expenses that you were referring to, if 
the railroad was abandoned? 

Governor SrysBo.p. Although we have not made any study of such 
a transportation system, the additional costs of handling and the time 
element of a barge, I do not believe, would compare with the rapid 
movement of a truck for 40 miles. 

Mr. Dorn. Getting back to Panama, I think in abandoning this 
railroad, this committee should among other things consider specifi- 
cally its effect on its very, very friendly neighbor, Panama. Would 
you be able to suggest or recommend a method by which this com- 
mittee could discuss with Panamanian officials, responsible officials, 
what they might think about the abandonment of the railroad? 

Governor SryYBo.Lp. I would anticipate that the method of doing 
that would be to discuss it with the present Panamanian Ambassador 
of Panama, credited to Washington, and possibly others, such as Mr. 
Roberto Huertematte, who used to be Ambassador, and who is now 
the Comptroller of Panama, and possibly others. 

Mr. Dorn. Would it be perhaps better if this committee or a sub- 
committee met in the Canal Zone or in Panama to discuss it on a 
formal basis with those in Panama who really are directly concerned? 

Governor SryBoup. I think, of course, Mr. Congressman, it is 
always helpful when the committee or a group comes to the zone, 
sees the problems, and go over them there. As to whether that 
method would be better or not, I would not know. I think that 
would be a decision of the committee. But it would certainly be our 
pleasure to have everyone down and look the whole thing over. 

Mr. Dorn. What concerns me, too, about this proposed new road, 
is that it is to be used for United States trucking only, it would 
seem to me that it would not be long before requests from various 
agencies in Panama through the Panamanian Government would 
result in the necessity, in order to keep friendly relations, of it being 
used by any and all trucking just the same as all other roads of the 
United States are now used. Do you not think that would become 
a fact? 

Governor SryBotp. Well, I would feel that once an agreement has 
been reached, it would be not too difficult to maintain such an agree- 
ment. That is an opinion, sir. 

Mr. Dorn. How many employees are now employed by the Panama 
Canal Government to maintain the road going across the isthmus? 

Governor SryBotp. Do you mean maintain the highway? 

Mr. Dorn. Maintain the highway at the present time? 

Governor SryBoip. I would have to get those figures for the 
Congressman. I do not have them. 

(The information requested is as follows:) 

Three United States rate and twenty-one local rate employees are employed 
on full-time routine maintenance of the Boyd-Roosevelt Highway. 

Mr. Dorn. I would appreciate it if you would get them, Governor. 
How many employees are now used to maintain the railroad? 

Governor SrysBo.p. To just maintain the railroad? 

Mr. Dorn. To keep it going, to operate the railroad. 

Governor Srysotp. At the present time, there are 86 American 
employees, and 343. It is 343 and 86. There are 343 Panamanian 
employees and 86 Americans. 
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Mr. Dorn. How many employees would it be contemplated to use 
on the new proposed highway if it was a two-lane highway? 

Governor SryBoLp. The Motor Transportation “Division would 
utilize an additional 3 United States rate employees and about 39 
local rate as a comparison to the other force. In addition to that,there 
would be a certain small number of personnel, of course, that would be 
required to maintain the highway. 

Mr. Dorn. When you say a small number, that is relative. What 
would it be? 

Governor Srysoup. I could not believe that there would be over 
15 or 20 at the most that would be assigned to such duty. 

(The information requested is as follows: ) 

It is estimated that 1 United States rate and 10 local rate employees would be 
employed on the maintenance of the proposed new highway. The annual main- 
tenance cost of the proposed new highway is estimated at $46,000. 

Mr. Dorn. Is there not a tremendous amount of maintenance on 
the present Transisthmian Highway? It has been my understanding 
from conversations that there is always some maintenance problems 
there, slides of one kind or another, difficulties of all types. 

Governor SrysBouip. Perhaps my estimate of the 15 or 20 would be 
low. Maybe it would be 30, but it would not be over that. The 
proposed route of the new highway is so superior, of course, to the 
present Transisthmian, that it would be lesser. The problem of the 
present Transisthmian is that it has the problem of quite a number 
of slides in it. There are few, if any, locations in the proposed route 
that would have that problem. 

Mr. Dorn. It seems to me that there is not any necessity, if the 
railroad was abandoned, of building a tremendously expensive high- 
way, but that this present highway could adequately care for all of 
the needs going from Panama and Cristobal and Colon. What is 
your opinion on that? 

Governor Srysoup. I feel that a land route within the zone is 
extremely important to everyone. It has, of course, economic 
advantages over the other to some extent when you think about the 
amount of gasoline and that sort of thing used by the private citizen 
in going around. 

Mr. Dorn. From that economic standpoint, the use of gasoline 
and so forth, would that be enough to justify the tremendous expense 
of a new highway? 

Governor Srysouip. Well, I think we have shown here this morning, 
Mr. Congressman, that the new highway is an economic advantage 
even if only applied to the Company -Government operations. Those 
others would be incidental. 

Mr. Garmarz. May Linterrupt you there just a moment? It is 12 
o'clock now. I was wondering how much more questioning there will 
be, so we can decide whether we can finish up with this hearing and 
not come back this afternoon. 

Mr. Dorn. I have a few more questions. 

Mr. Garmatz. Do you have some other witnesses to testify? 

Governor SryBo.p. No, sir. 

Mr. Garmatz. Are they just accompanying you? 

Governor SrYBoLp. Yes, sir. 

Mr. Garmartz. All right. 
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Mr. Dorn. I would be very interested in hearing from present offi- 
cials of the Railroad itself. Probably they are assistants to the Gov- 
ernor. It would seem to me that they would be very helpful in our 
reaching a decision. 

Governor SreyBo_p. We have Mr. Everson, the Director of Ter- 
minals and Transportation, who is directly in charge of both the truck- 
ing activities and the Railroad, if you care to hear him. 

Mr. Dorn. I have a number of other questions. Should I continue? 

Mr. Garmatz. If you want to continue with the Governor, and then 
come back later on and have Mr. Everson or anyone else, we will plan 
for that. 

Mr. Dorn. Has there been any official traffic survey of the present 
road? 

Governor SEYBOLD. Over the present Transisthmian? 

Mr. Dorn. Yes. 

Governor SryBoLp. Yes, sir. I do not know whether I have those 
figures with me. May I ask about official? We have had a short 
traffic count made of that. I would hardly savy it is official, but it 
was a short traffic count that we made in connection with a considera- 
tion that was given as to the establishment of a toll road. I can 
furnish that figure to the committee. 

Mr. Dorn. Would the Panamanian Government have statistics? | 
know, in going over the road, vou are ordinarily stopped at one point 
by one of the Panamanian police. 

Governor SEYBo.pD. [ would have no idea as to whether they would. 
Possibly they would at one of those check points. No; that would 
not give the answer either. The check point takes into consideration 
other traffic than transisthmian. I would question it, Mr. Congress- 
man, but we can investigate. 

(The information requested is as follows:) 

No official count by the Government of Panama of the traffic on the existing 
Transisthmian Highway is available. 

In February 1955 an unofficial traffic count by the Panama Canal Company 
indicated a typical daily volume of 973 vehicles in through traffic between the 
Atlantic and Pacific terminal areas. Of this number 840 were light vehicles 
and 133 were heavy vehicles. An unofficial count by another U. 8. Government 
agency in August 1954 made south of the Coco Solo hospital entrahce showed a 
total daily traffic of 2,250 local and through vehicles. 

Mr. Dorn. What would you do, Governor, with the employees 
on the railroad, the present employees, long-time employees and short- 
time employees, Panamanian and United States citizens, who would 
lose their jobs? What provision is made for them, if any? 

Governor SeyBoup. Well, of course, as the Congressman knows, 
we have no means of making specific provision for any employee that 
is, in the common understanding, dropped by reduction in force 
Since we have been there, there have been a number of employees 
throughout the organization that have been dropped, and RIF’d, 
as is customary in Government activities. We have, in many in- 
stances, been able to take care, by transfer to other activities and 
jobs, of most of the personnel—American personnel, not Panamanian. 

In this case, we realize that that is an element, to replace these trained 
personnel in other activities, which becomes a little more difficult than 
the transfer of other people of other skills and talents. So that ele- 
ment, definitely, of the 84 or 86 personnel is an item here. 
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Mr. Dorn. Have any plans been made with reference to that, 
looking into the future? 

Governor SryBo.tp. Do you mean to try to find other positions for 
them? No, sir; not specifically. We feel that some, possibly, could 
be utilized on the locks, although we have not any specific detailed 
program for them. It is a matter that is always facing any Govern- 
ment organization that has a reduction in force. It is the hard part 
of the whole thing. 

Mr. Dorn. If this committee, Governor, reached a decision that 
the railroad ought to be abandoned, how soon thereafter do you con- 
template the railroad would be abandoned? 

Governor SryBoLp. We would, of course, first have to obtain the 
trucks. It would take around 6 months to make the transfer, at 
least. 

Mr. Dorn. And you would then, before building the highway, use 
the Transisthmian Highway? 

Governor SrysBoup. Yes. 

Mr. Dorn. And you would be able to find it adequate for your 
purposes? 

Governor Seysoup. We think so. 

Mr. Dorn. That is all. 

Mr. Garmatz. Mr. Pelly? 

Mr. Peuiy. Governor, in the privately owned and operated rail- 
road in this country, as I understand it, if you abandon the line, all 
the employees are looked after for the future. 

Governor Sryspoup. Well, I think there is something to that. Of 
course, our conditions are a little bit different. We have no additional 
railroad, you see, to transfer these people to, and possibly by attrition 
or bumping rights or something place them within another group. It 
is just a very small rail line, and we have no resources to put them in 
amongst others as if you abandon a branch line on the Pennsylvania. 

Mr. Pe.ty. I did not quite understand the figures that you gave 
Mr. Dorn, when you mentioned about the change in the number of 
employees. You said there would be about 3 more than the 86 United 
States employees, did you? 

Governor SryBotp. No, sir. I said that the equivalent personnel 
required on motor transport to take the additional load—of course 
we do operate motor transport now—would be 3 United States per- 
sonnel, and 39 local rate. That compares to the present rail force of 
86 and 3438. 

Mr. Petty. In other words, there would be a total of only 42 or 43 
employees? 

Governor Srysoup. There would be a loss of 83 United States 
personnel, and 344 local rate. 

Mr. Petry. And that, with a net saving, according to your figures, 
of approximately $100,000 a year if we include interest on investment? 

Governor SryBoup. On the new road, yes. 

Mr. Petty. And you anticipate you can build that road for $9 
million? 

Governor Srysouip. That is our estimate. 

Mr. Petty. If it were developed, for example, that you could not 
build that highway for $9 million, and it ran up to twice or three times 
that $9 million, the picture would change very completely. 
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Governor SryBo.p. Of course, if the costs were increased to 2 or 3 
times; yes, sir. We do not anticipate it, however. 

Mr. Petiy. Certainly I would think that if I were having to make 
the decision myself, with the responsibility I have, I would want to 
get an awful lot more in the way of facts as to the cost of a highway, 
the amount of traffic that is carried, whether another highway would 
be required, and the defense factors; $100,000 a year saving is not 
much if we are considering the defense and security of the zone. 

Governor SrYBoLp. Of course, we have taken that up, sir. I can 
give you the benefit of the opinion of the Assistant Secretary of the 
Army, in which there is a copy of a letter to the Honorable Rowland R. 
Hughes, Director of the Bureau of the Budget. 

This is a letter and we had this copy, and I think it would be all 
right and proper to introduce it here. He states: 

Dear Mr. Hucues: Reference is made to your request for the views of the 
Department of Defense with respect to the discontinuance of the Panama Railroad 
and the construction of a Transisthmian Highway totally within the Canal Zone. 
The Secretary of Defense has delegated to this Department the responsibility for 
expressing the views of the Department of Defense on this question. The Depart- 
ment of the Army on behalf of the Department of Defense considers that from the 
standpoint of national defense, the Panama Railroad is not essential for military 
operations either during peace or wartime and may safely be discontinued. 

The Department of Defense favors the construction of a Transisthmian High- 
way entirely within the Canal Zone in the event the Panama Railroad is dis- 
banded. 

That is signed by Hon. George H. Roderick, Assistant Secretary of 
the Army. 

Mr. Macurowicz. I believe you ought to explain who Mr. Roderick 
is. What is his title and organization? 

Governor Sryspoup. Mr. Roderick is Chairman of the Board of the 
Panama Canal Company, and has been delegated to act for the Secre- 
tary of the Army for matters here. 

Mr. Macurowicz. That actually is a statement of the position of 
the Panama Company? 

Governor SryBoup. No, sir. 

Mr. Macurowicz. He is speaking as President of the Panama 
Company? 

Governor SryBotp. No, sir. He speaks in this case for the Depart- 
ment of Defense. 

Mr. Pretuy. There is one question I would like to inquire about. 
That pertains to the maintenance of the existing highway. I assume 
that if we build our own highway, then, in turn, the armed services 
would use our own highway and the Republic of Panama would lose 
the maintenance that they now have on their own highway. If they 
did that, they might have a different viewpoint about the abandoning 
of this railroad. 

Governor SrYBoup. Well, of course, the matter of maintenance of 
the present Transisthmian Highway is based, to a great deal, on the 
reciprocal use of other Panamanian roads by the Armed Forces. Of 
course that is a matter which I cannot talk to, whether or not they 
would feel that that is a good amount, as you say, for the value 
received and their use of other Panamanian roads. It is just a way 
in which they do get the benefit of the Panama roads. 
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Mr. Petry. It would seem to me from a security point of view that 
the present highway should be continued, because it runs far away 
from the canal and in the event of bombing or something we might 
have to use that. Therefore, it seems to me that the cost of main- 
taining that other should be included in the figures that we have as 
regards any possible saving that would come up through the elimina- 
tion of the railroad. I think we ought to maintain that other high- 
way. 

That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Chase? 

Mr. Case. | have just one question. 

Governor, do Panamanian shippers of freight use the railroad? 

Governor SeYBOLD. Yes, sir. 

Mr. Cuase. Rather than the Isthmian Highway? 

Governor SEYBOLD. Well, I don’t know about the word “rather.” 

Mr. Cuase. In other words, they use it? 

Governor SrYBoup. Yes, sir; they use it. 

Mr. Cuase. Assuming the railroad and those facilities are taken 
away from them, what would the "y use then? 

Governor SryBoup. They would increase their trucking. 

Mr. Cuase. Over the Isthmian? 

Governor SrYBOLD. Yes, sir. 

Mr. Cuase. But now they would prefer to use the railroad than 
the Isthmian, apparently? 

Governor SryBoup. I don’t believe that they would prefer to use 
it. 

Mr. Cuase. I wondered if they would look to a substitute in case 
the railroad was taken away from them, whether they would hope to 
use the proposed road through the zone? 

Governor SryBovp. I don’t think so on account of the agreement 
they had. 

Mr. Cuasez. In other words, they would be forced to use the Isth- 
mian, even though they are not using it now? 

Governor SEYBOLD. Yes, sir. 

Mr. Garmatz. Mr. Zincke is also counsel to the committee, and 
he made a visit to Panama last year. I wondered if he had questions 
in mind. 

Mr. Zincxe. A very considerable number, Mr. Chairman. I do 
not think we would want to take the time on them today. 

Mr. Garmatz. Would you have some at all that may enlighten the 
rest of the members? 

Mr. Zincxke. Yes, sir, Governor, isn’t it a fact that the cost of 
maintaining the existing Transisthmian Highway by the United States 
is $180,000 a year? 

Governor SEYBOLD. It varies. I think that would be about correct. 

Mr. Zincxe. And do you think that the cost of maintaining this 
new highway would be but $46,000 a year? 

Governor SryYBoupD. I do not have those figures here. 

Mr. Garmatz. If there is no objection, Governor, and if Mr. Zincke 
will yield, Congressman Flood can make his statement at this point. 
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STATEMENT OF HON. DANIEL J. FLOOD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. FLioop. Thank you very much, Mr. Chairman. I appreciate 
the counsel for the committee yielding under these circumstances, 
because I am sure from what I have heard and from what I know that 
he will have an exhaustive and probably exhausting examination. 

Mr. Chairman, I would like to make it very clear, especially to the 
members of your committee, I have no special interest or ax to grind 
in this thing. I practically stumbled into this quite by accident, and 
I am pleased that I did. 

I happen to serve on the appropriations subcommittee that has the 
Department of Commerce, among other things, including the Panama 
Canal. You Army men, in addition to your other duties, we have 
acquired the Panama Canal, and thereby hangs the tale. I have 
visited the canal a number of times. I am not unacquainted with 
the Caribbean. Iam rather a violent partisan of the Caribbean, and 
either at the taxpayers’ expense or my own I go there at the slightest 
opportunity. 

I was there during the Easter recess. When I came back, we were 
on these hearings for the canal. As a result of that and other things, 
Mr. Chairman, I have come to the conclusion that what should be 
abandoned is not the railroad but the Panama Canal Corporation. 
We are abandoning the wrong thing. 

I do not know enough about the problem to develop that very flat 
premise. That is why, I came here this morning. I am a member of 
the Appropriations Committee. I do not have the honor of being a 
member of your distinguished legislative committee. Therefore, most 
of this is actually none of our business downstairs. 

Therefore, the examination that I made on this problem before my 
committee I did only because we consider it part of our duty, when- 
ever a matter comes before us, with a sufficient background, to have it 
referred to the proper legislative committee. That is how it partly 
came to you and that is how I came to you today. 

I feel, with no aspersions upon anybody or any particular group of 
bodies, Mr. Chairman, permeating this whole thing an extraordinary 
atmosphere of condescension, an appalling cavalier attitude of bother- 
ing to be concerned with the Congress on this and many other matters 
dealing with the Panama Canal. 

There is more than a scintilla of Clive of India. I see the East India 
Company all over the place. I find 3,000-plus Americans being 
considered and are rapidly considering themselves as colonials from 
the home office. To use a colloquialism, “it just ain’t good.” 

I latched on to this railroad thing by parenthesis. It seems to me, 
Mr. Chairman, that this is the straw that should break the camel’s 
back, and that this great committee should use this as a means to a 
very important constitutional and legislative end. You have it. 

You who are lawyers, and my friends, are here a court of equity 
assuming jurisdiction for one purpose. I would be delighted to know 
that you have assumed it for all purposes dealing with what is a 
national and international problem. 

May I say this: I refuse, as a member of the appropriations sub- 
committee, to accept as the sole evidence obvious and to my opinion 
nothing but self-serving declarations, self-serving statistics, self- 
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serving analyses, and self-serving documentation. I refuse in my 
committee to consider this ex parte matter. I would hope and 
suggest that to you. 

I feel this keenly. I would like to see some sort of representation 
given to 3,000 Americans in the Canal Zone, whatever this committee 
would do with this corporation, or with the house. They should 
have a voice of some kind. I would like to see them elect that voice 
in our proper American way. 

I think the Army has outstayed its usefulness. I think the Army 
should get out of this corporation. I think the Army should pay its 
way. Let the Army come down to my Army panel on appropriations 
and we will ask them about whether they should pay anything for 
what they do there. 

Concerning the railroad, I hold no brief for the railroad. I am no 
railroader. I worked on a railroad in the Lehigh Valley as a navvy 
when I was going to college one year. That was the limit of my 
railroading. The Government was running the railroad at that time, 
it was shortly after World War I, and what a mess they made of that. 
I do not know much about railroads, good or bad. I do not know 
much about building highways, good or bad. But I come here 
voluntarily. Your distinguished chairman of your committee did 
speak to me and knew of my concern, and suggested he would be 
pleased if I came. But that is not only why I came. 

There are many things I can say. I am sure counsel will cover 
most of them. But I repeat, for the purpose of emphasis, that this 
goes far beyond a mere railroad. I protest vehemently the treaty 
which has been negotiated. This is not a political statement. I am 
a Democrat. I cast no aspersions upon my good friend Mr. Dulles 
or the Department of State. Many of you who have been here for 
years know that I have been an apologist for the Department of 
State regardless of party for a long time. I am one of those con- 
founded internationalists. So that is not the problem. I think the 
thing was negotiated shockingly against the best interests of America. 
vis-a-vis the Canal Zone. 

The people of the Republic of Panama are my good friends, as 
many of you know. Whatever administration happens to be there 
happens to be my good friends, so that is not the problem. 

I believe that you are stuck with a miniature Suez, and it is being 
developed that way. I am satisfied that the Republic of Panama 
will never take less than surrender of the zone and lease it back to 
you somehow or other. Make no mistake about that. 

This present treaty has taken a nice chunk, and a big hop, skip, 
and jump in that direction. 

I speak like this only to seriously say to you, Mr. Chairman and 
members of the committee, may I urge, out of an abundance of caution, 
that you look beyond this railroad. It has been said that the zone 
and the canal, the isthmus, without the railroad is like Hamlet 
without the Prince. That phrase appeals to me. I am not being a 
sentimentalist as far as the railroad is concerned, although I could be, 
and there are others that could be. I am not satisfied that a mere 
letter of the nature presented by my good friend, the distinguished 
Governor of the zone, is the end of the defense tale. If it was, this is 
not the time. 
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The minute you put a pick in the ground to build this new highway, 
you abandon the railroad, the minute you tear up the first tie. Do 
not forget that. There is much to be said about the existing highway. 
I am impressed by my friend Mr. Dorn’s questioning on the existing 
road. There is so much and too much to this that I cannot say it now. 
With all respect to your collective genius, I am sure you can. 

I would be delighted to know that your committee, sir, has decided 
to meet this issue head-on, that you will launch a full-scale, full-dress 
investigation with all the power of this House at your command. 
I assure you the Appropriations Committee will join you in anyway 
that we can, to begin at the beginning and go from A to Z on the 
status of the corporation, the status of the relationship with the State 
Department, and the full jurisdiction that your committee has. 

Thank you very much, Mr. Chairman and members of the 
committee. 

Mr. Dorn. Mr. Chairman, may I just say that I have been tre- 
mendously impressed by the remarks that have just been made. They 
are remarks that have been, some of them, in my mind for a long time. 
I am glad to hear them expressed. They are very important. 

I do feel that this committee, either as a committee in its entirety 
or a subcommittee of it, should go into all of the matters that the 
gentleman has just brought out. These things have annoyed me as 
a member of the former subcommittee of the Canal Zone, and I feel 
that our committee has not, though we have tried, done a full job in 
our duties with reference to the Panama Canal. 

Mr. FLoop. May I add parenthetically, if you will permit me, that 
the $600,000 requested by the corporation of the Appropriations Com- 
mittee through my subcommittee for the purpose of buying trucks as 
a condition precedent to establishing the highway indicates further 
the whole atmosphere and attitude here, I am appalled at that. 

Let me assure you, sir, they will not get the $600,000, period. In 
addition to that, it was said to us at the time that, to further emphasize 
the attitude here: 

If you do not give us the $600,000 to buy these trucks to build a highway which 
we decided to build because we are going to abandon the railroad, then we are 
going to come back and ask you for a million dollars for rolling stock for the 
railroad. 

Well, they are not going to get that either, if that interests anybody. 

IT want to point out again that there is no doubt in my mind that 
this present corporation as it exists, its mentality as such, thinks it 
is an entity to itself. I think this Congress has created a Franken- 
stein, insofar as this corporation is concerned. I do not agree as a 
matter of law, and I submit this to my distinguished friends who are 
counsel for the committee and the subcommittee, to the language of 
that section of the act which says the corporation may operate the 
railroads. I submit most respectfully, and believe me I do it with 
consideration, that once this corporation, which is a statutory creature 
of the Congress and a minion of this great legislative committee, 
exercises that discretion given it by the Congress through using the 
word “may,” it has exhausted, to a considerable degree, that 
discretion. 

The moment that discretion is acted on, and this is hornbook law, 
once that discretion has been exercised, once that right has been 
entered upon, then that discretion must be exercised properly. And 
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once there is evidence that that discretion is being abused, then it is 
not being properly exercised and can only come back to the creature 
which created the creature, and that is the Congress. 

[ do not agree that there is in this act, the. organic charter, the 
right, by fiat of the Board, to abandon something which is so material 
as the railroad and created by exercise of a statutory discretion. | 
believe that is the law, in my opinion. To carry out the suggestion 
of my friend, the Governor, in extenso, in absurdia, he could likewise 
abandon the canal. 

Mr. Garmarz. Is there anything else, Mr. Flood? 

Mr. Fioop. Thank you very much. 

Mr. Garmarz. Thank you for giving us your views, Mr. Flood. 

Mr. Dorn. Mr. Chairman, I have just had handed me a partial 
answer to a question which I asked of the Governor, and I would 
ask your brief indulgence to give it to the committee. It seems that 
the Ambassador, J. J. Valarino, of Panama, has stated to a reporter 
who asked him his opinion on proposals to build an all-Canal Zone 
highway, and abandon the Panama Railroad, the Ambassador replied 
that it would be a good thing to build the highway. He opposed, 
however, abandonment of the railroad. “Don’t sc rap the railroad,” 
he said. ‘Spending more money to keep the railroad active is not 
going to unbalance the U nited States budget, and I believe it would 
be a good thing to keep it.” 

Mr. Garmarz. I might say either this ne as a whole or a 
subcommittee, I think, has plans in the very near future to have 
other witnesses to try to get some additional ae 

Mr. Dorn. I do hope that officials and subofficials of the railroad 
appear before this committee, either here or in the Canal Zone before 
the committee reaches its decision. 

Mr. Garmatz. Is Mr. Everson here to testify? 

Governor SrysBoip. No, sir, Mr. Chairman, unless there are ques- 
tions to him. 

Mr. Garmatz. Mr. Allen has several questions he wants to ask also. 

Mr. Zincke. I would like to ask about the comparison between the 
$180,000 and $46,000 projected maintenance on the new road. 

Governor Srypoip, What did you want? 

Mr. Zincket. You have stated, or at least indicated, that the main- 
tenance on the present Transisthmian Highway paid by the United 
States is $180,000, approximately, and you have estimated the 
maintenance on the new highway at $46,000. That is a considerable 
discrepancy. Do you care to attempt to explain it? 

Governor SryBoup. I just feel that the right-of-way that is available 
by the railroad is so superior to that twisting and very difficult road of 
the present transisthmian, and that the slopes, the supporting fills, 
and so on, of the proposed road have been settled through these years. 

Mr. Zincks. The other has been settled now for 13 years. 

Governor SeyBo.p. It is still moving. 

Mr. Zincke. And you think the difference would be as much as 1 
to 4 on maintenance? 

Governor SeyBoup. We calculate it at $2,000 a mile. 

Mr. Garmatz. Congressmen Allen has a few more questions he 
would like to ask. 

Mr. Auten. Governor, if the railroad is not abandoned, would it be 
worthwhile to make the road fit standard United States gage 
equipment? 
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Governor SrysBo.tp. I think not, Mr. Congressman. You would 
have to spend sometime balancing that, because the re-laying of the 
track, you see, would be very costly. You would have to go entirely 
through the whole unit. You would lose the present locomotives. 
We have several that are all right. I doubt it. Against just the 
availability was the matter I was speaking to, the immediate avail- 
ability of rail equipment which could be transferred down there. 
The additional cost in original purchase of 5-foot gage over 4 feet 8% 
inches might not be so great, although I would have to investigate that. 
Offhand, I could not give you a figure, but I question the advisability 
of going back to standard gage. 

Mr. Aten. Do you have any offhand guess as to what the cost 
would be to go into standard gage? 

Governor SeyYBoLp. No, sir. We could work that up for the 
committee. 

(The information requested is as follows:) 

One million ninety-one thousand dollars is the estimated total cost of convert- 
ing the railroad to standard gage of 4 feet 844 inches. This includes the conver- 
sion of existing rolling stock and motive power on the basis of the reduced work- 
load resulting from the 1955 treaty provisions. From an economic standpoint it 
would be less expensive to continue to operate with the present gage of 5 feet, 
purchasing new equipment, than to convert the tracks, rolling stock, ete. How- 
ever, if the railroad is considered as an emergency facility to the canal, note 
should be taken of the delay during such emergency in converting standard-gage 
rolling stock from the States for use by the Panama Railroad. 

Mr. ALLEN. I have in mind the sea-train type of shipment that is 
available and the type of equipment available in the United States. 
There would be an ability to replace equipment in an emergency that 
will never exist with a 5-foot gage. 

Governor SeyBoup. That is right. We can make that a part of 
the study, if the committee would wish, 

Mr. ALLEN. If it is not too expensive, I wish you would do that. 

Mr. Casry. Could I ask the counsel for the Comps iny whether he 
has a ready answer to Congressman Flood’s question? 

Do you have authority to abandon the canal in the same way you 
abandon the railroad? 

Mr. Wuirman. | am not the General Counsel for the Company, sir. 
However, I think it is perfectly clear, so far as the Company is con- 
cerned, that we do not have authority to abandon the canal. 

Mr. Casey. Is that clear in the law? 

Governor SryBoup. | think the law says we shall operate the canal. 

Is that it? 

Mr. Wurrman. No; the counsel has a point there. They are both 
cast in the same language. 

Mr. Casry. When they use the word “may” it is generally permis- 
sive, but it is not always permissive. Sometimes it can be mandatory. 
Defining the legislative intent behind the word ‘“‘may”’ it would seem 
to me extremely important if the same word is used in the operation of 
the canal, where we know that is required to be a mandatory function 
of the Company. 

Mr. Dorn. Explicitly, Governor, you have no intention to abandon 
the canal? 

Governor SeYBoup. No, sir. 

Mr. Casry. It does, however, have an important effect on the 
legislative intent behind the word ‘‘may.”’ 
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Mr. Wurrman. I recognize that, Mr. Casey, and I think it should 
be developed by the counsel. 

Mr. Garmarz. Governor, during the hearing today you said you 
would furnish certain figures and facts for the record. I wonder if 
you would get them here as soon as you can. 

Governor SEYBOLD. Yes, sir. 

Mr. Garmatz. Do you have them with you, or would they have to 
be obtained in Panama? 

Mr. Wuirman. I have a record of what we are to furnish, and we 
will do it within the next day or so. 

Mr. Garmatz. Then we will put them into the record. 

The committee will consider later on just what action is necessary 
and how far we will go, what other witnesses will be summoned, and 
whether they will be local witnesses or from Panama. 

If there is nothing else, I wish to take this opportunity, if I may, as 
acting chairman, to thank the Governor for appearing here, with the 
others, Mr. W hitman, Mr. Everson, and Mr. Norris. I am sorry to 
have detained you to this point, but the House was in session yester- 
day at 10. I am sure we had no intention of holding you over the 
weekend. I hope it did not put you to too much trouble by waiting. 

We will adjourn the meeting until further orders of the chairman 
of the full committee. 

(Whereupon, at 12:45 p. m., the hearing was recessed subject to 
the call of the Chair.) 


AS cet 


PROPOSED ABANDONMENT OF PANAMA RAILROAD 


WEDNESDAY, DECEMBER 7, 1955 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON PANAMA CANAL OF THE 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Balboa Heights, C. Z. 

The Subcommittee on Panama Canal met at 9:30 a. m., pursuant 
to notice, in the board room, Administration Building, Balboa 
Heights, Canal Zone, Hon. Edward A. Garmatz (Chairman), pre- 
siding. 

Mr. Garmatz. The hearing will come to order. 

Witnesses this morning will testify on the Proposed Abandonment 
of the Panama Railroad. First witness is Mr. Daniel. 


STATEMENT OF ROBERT C. DANIEL, CHAIRMAN OF THE JOINT 
COMMITTEE OF RAILROAD UNIONS IN THE CANAL ZONE; AC- 
COMPANIED BY F. H. HODGES, GENERAL CHAIRMAN, BROTHER- 
HOOD OF LOCOMOTIVE ENGINEERS, DIVISION 49; J. L. BARRIER, 
GENERAL CHAIRMAN, AMERICAN TRAIN DISPATCHERS ASSO- 
CIATION; C. SANDERS, GENERAL CHAIRMAN, BROTHERHOOD 
OF RAILWAY CARMEN OF AMERICA, NO. 158; I. K. MEIER, GEN- 
ERAL CHAIRMAN, ORDER OF RAILWAY TELEGRAPHERS, DIVI- 
SION 107; 0. M. RAMEY, GENERAL CHAIRMAN, BROTHERHOOD 
OF MAINTENANCE OF WAY, LOCAL 2741; AND HOWARD E. 
MUNRO, LEGISLATIVE REPRESENTATIVE, CENTRAL LABOR 
UNION—METAL TRADES COUNCIL, CANAL ZONE 


Mr. Dante. Mr. Chairman and members of the committee, I am 
Robert C. Daniel, chairman of the Joint Committee of Railroad 
Unions in the Canal Zone, representing the following organizations: 

The Brotherhood of Locomotive Engineers 

The American Train Dispatchers Association 

The Order of Railway Telegraphers, A. F. of L. 

The Brotherhood of Railroad Carmen of America, A. F. of L. 

The Brotherhood of Maintenance of Way, A. F. of L. 

The Order of Railway Conductors and Brakemen, of which I am 
general chairman of division 690. 

Mr. Hodges has been with the company for 30 years; Mr. Barrier, 
2 years; Mr. Sanders, 14 years; Mr. Meier, 8 years; and Mr. Ramey, 
22 years. 

The members of these unions are all United States citizens employed 
by the Panama Canal Company to operate and maintain the Panama 
Railroad. 
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I have been a conductor on the Panama Railroad 1 month short of 
16 years, having entered service as a conductor on January 1, 1940. 

The Joint Committee of Railroad Unions was established to expe- 
dite the testimony before this committee, there being 1 spokesman 
for the 6 unions. The general chairmen of the respective unions, who 
accompany me, have technical information in their respective fields 
and are prepared to answer questions that the committee members 
may care to ask. 

The following report has been coordinated with the representatives 
of the Central Labor Union and the Metal Trades Council, who have 
worked with us in gathering statistics, etc. At this time we wish to 
go on record as stating that the railroad unions endorse the position 
taken by the Central Labor Union and the Metal Trades Council, as 
stated by Mr. Walter Wagner on December 5, 1955, before this com- 
mittee. 

I might add here, Mr. Chairman, I would like to have my entire 
remarks inserted into the record and I will highlight part of it. 

Mr. Garmarz. This statement here? 

Mr. Dante. Yes, sir. 

Mr. Garmarz. If no objection, the entire statement will be inserted. 

Mr. Danret. The Panama Railroad has, for over 100 years, satis- 
factorily met the requirements for passenger and freight transporta- 
tion service on the Isthmus of Panama, during peacetime and war. 
No more reliable and dependable means of transportation has yet been 
devised; especially under conditions that exist in the Canal Zone. 
Reference is made to fog and the extremely heavy rains—up to 183 
inches a year, with an average of 130 inches a year—causing slides, poor 
visibility, wet and slippery pavement, and ceil accidents on the 
highways; and to the treacherous terrain over which a highway, wholly 
within the Canal Zone must pass, assuming such a highway is built, 
making the cost of construction and maintenance almost prohibitive. 

It is true that during the last year or two, the number of passengers 
and freight tonnage hauled by the Panama Railroad have decreased. 
But the business is still here, Gentlemen; it has merely been diverted 
to the Motor Transportation Division, the Supply Bureau, and the 
Commissary Division of the Panama Canal Company, to other 
Government agencies, and to private trucking companies in the 
Republic of Panama, by what we believe to be a deliberate and well- 
laid plan to justify the abandonment of the railroad. If as much time, 
effort and money had been spent on the improvement of the Panama 
Railroad as has been spent to justify abandonment, we believe the 
railroad would be in excellent condition today. 

During past years the Panama Railroad has netted millions of 
dollars, and we are confident that with proper management and 
without outside interference, the railroad can still be a source of 
revenue to the Panama Canal Company. 


MANAGEMENT 


It is not customary for unions to discuss operational management 
problems. However, in this case, we believe constructive criticism, 
or at least a brief explanation of the type of management which has 
resulted in the present dilemma of the Panama Railroad, is in order. 
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Starting at the top, the Assistant Secretary of the Army, who is 
also Chairman of the Board of Directors of the Panama Canal Com- 
pany, has made the decision, along with other members of the Board 
of Directors, to abandon the Panama Railroad. In House Document 
125, 84th Congress, Ist session, on page 79, it states that the Assistant 
Secretary of the Army has stated: 

The Panama Railroad is a convenience to the military forces in the Canal 
Zone and is not considered to have any significant defense value. Insofar as 
military necessity is concerned, the railroad can reasonably be discontinued. 

On page 120 of the same document, it is stated that: 

None of the subordinate military men agree with this decision. 


In this case, it appears that the right hand has made a decision and 
has told the left hand what to do. The Army in the Canal Zone, 
being in direct line of command, is compelled to accept the decision 
of the Assistant Secretary of the Army (who is also Chairman of the 
Board of Directors of the Panama Canal Company) in spite of the 
fact that they may not agree with his decision. 

Next we have General Seybold, president of the Panama Canal 
Company, who is also a military man and who, to the best of our 
knowledge, has had no experience in running a commercial railroad— 
a private enterprise, where cost and efficiency are prime factors—so 
must rely completely upon his subordinates 

The transportation and terminals director likewise is not a railroad 
man, all of his experience having been with trucking. In November 
1952, he was transferred from the motor pool, where he had served as 
Superintendent of Motor Transportation, to the Panama Railroad as 
Assistant Railroad and Terminals Director. Mr. A. C. Medinger, 
who at that time was Railroad and Terminals Director, and who 
retired at the end of August 1953, had spent his lifetime in the Dredg- 
ing Division, and is considered a dredging expert. 

Mr. Garmatz. Were any of these three men Army men or military 
men, retired or something like that? 

Mr. Danie.. No, sir; the Transportation and Terminals Director— 
none of those have been military men below the Governor, no, sir. 

Mr. Medinger, is alleged to have made the remark that he knew all 
about railroads because his father had been a locomotive engineer. 

Next in line is the Superintendent of the Railroad who, while being 
a railroad man, specialized in the laying and maintaining of railroad 
track. During World War II, when the railroad was handling over 
a million and a half tons of freight and over a million passengers a 
year, the Panama Railroad had no superintendent; but now that busi- 
ness has fallen off and the railroad is having a financial struggle, it is 
saddled with a superintendent whose salary is over $12,000 a year. 

The Master of Transportation is the direct operating official of the 
Panama Railroad. Since 1936 this position has been filled by men 
who, by senicrity alone, climbed the ladder to Master of Transporta- 
tion, no other qualifications apparently being considered. This has 
definitely worked toward the detriment of the railroad. Prior to 
1936, the position of Master of Transportation was filled by the best 
available railroad man. 

It is very evident that the type of management outlined above 
has not been conducive to the successful operation of the Panama 


Railroad. 
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ECONOMIC REPORT 


The Company made an economic report of Railroad Transportation 
of the Panama Canal Company—Canal Zone Government Freight 
and Passengers, dated September 22, 1954 (hereinafter referred to as 
economic report), which is an ex parte report apparently made by a 
trucking man for the express purpose of justifying the abandonment 
of the Panama Railroad. We take exception to this report as being 
not only biased but inaccurate. 

(a) On page 14, it is stated that the railroad is approaching the 
point where it can no longer operate with existing equipment; that the 
equipment is extremely costly to keep in minimum operating condition: 
that there were 7,300 car repair jobs each year and that each car was 
pulled out of service on bad orders 30 times a year. 

By actual count, the total number of cars taken out of service for 
bad order during fiscal year 1953 was 996; fiscal year 1954, 1,176; and 
fiscal year 1955, 1,151. Average bad-ordered cars per day in fiscal 
year 1954 was 3.22. 

Mr. Garmatz. If we added the vears of 1953, 1954, and 1955, just 
have about one-third of their figure. 

Mr. Danret. Have less than that, sir. 

Mr. Garmatz. It would only come to approximately one-third of 
their figure? 

Mr. Danie. For the 3 years, only, by that. 

Each car is taken out of service once a year as bad order for routine 
inspection, which includes repacking and oiling all wheel journals, and 
air-brake cleaning and inspection. ‘On page 42 of the economic report, 
it shows that there were 580 cars in service on June 30, 1954. By 
subtracting this number from 1,176, the total number of cars, we find 
that only 596 cars were bad-ordered for defects in fiscal year 1954. 
In other words, each car was taken out of service 2 times instead of 
30 times during the year, as stated in the report. 

(b) On page 14, it is stated that the items needed during the next 6 
years are locomotives, yard office, track and testing equipment, with 
a capital outlay of $598,800. 

Our craftsmen who maintain the engines in the roundhouse estimate 
that the life, with minimum running repair, for the “900” class diesel 
engines (of which we have three, a sufficient number to take care of 
mainline service) will be another 20 years; and of the “400” class diesel 
engines (of which we have a sufficient number for necessary yard work) 
is 10 years. The craftsmen say that no testing equipment is needed. 

A new yard office at Cristobal would be desirable but not absolutely 
necessary. Therefore, we believe the figure of $598,800 can be 
eliminated. 

(c) On page 8, it is stated that cargo can be loaded at the piers and 
distributed en route, thus eliminating one complete handling of the 
eargo, if hauled by truck. All merchandise, cold storage, etc., for 
both the Commissary Division and the Supply Bureau, even when 
hauled by truck, are first delivered to their central warehouses or cold- 
storage plants where they are checked and billed out to the units— 
the oldest stock being sent out first. The universally adopted system 
of central supply and warehousing has proved both economical and 
practical because it eliminates duplication of service and overstocking 
by individual units. Therefore, cartage to the final destination would 
be the same whether the initial shipment were made by truck or by rail. 








ion 
rht 

as 
a 
nt 
ng 


or 
al 


st 


of 


le 


d 


Vv 


d 


Ee a 


Sa nm 


PROPOSED ABANDONMENT OF PANAMA RAILROAD 43 


(d) On page 14, it is estimated that the railroad will need 155 new 
pieces of rolling stock in the next 6 years, at a total cost of $1,889,000. 
The capacity of each of the 155 pieces of rolling stock would be 


3 to 5 times greater than that of a truck; and the Company has 


asked for only 58 pieces of revenue-carrying trucking equipment. 
The 155 pieces of rolling stock are not needed, as will be shown later. 
We believe that this type of estimate is deliberately made to discredit 
railroad operation. 

(e) Throughout the economic report, the Company’s estimates for 
trucks have excluded sand, gravel, rock, and scrap, apparently to 
keep the estimates down to a minimum for trucks, while no exceptions 
are made for the railroad for these items. 

We have outlined only a few of the most glaring inaccuracies of the 
Company’s economic report regarding the Panama Railroad, and 
suggest that the committee have this report analyzed by a competent 
railroad operating organization before any weight is placed on its 
contents. 

In fiscal year 1954 the sum of $90,000 was appropriated for the 
purpose of making a study of the feasibility of abandoning the Panama 
Railroad and constructing a highway over the existing roadbed: and 
in fiscal year 1955 an additional $90,000 ‘was appropriated for this 
purpose. It would be interesting to know how much of the $180,000 
has been spent and what for. Surely this economic report, which is 
far from accurate, did not cost $180,000. 


DUPLICATION OF SERVICE AND DIVERSION OF BUSINESS 


It is our understanding that the chief of any Government agency 
is bound by the duties of his office to operate his organization as 
economically as facilities at his command and his ability will permit. 
The Panama Canal Company is apparently violating this principle. 

The Motor Transportation Division, the Commissary Division, and 
the Supply Bureau of the Panama Canal Company are running trucks 
day and night which take business away from the Railroad Division. 
This business can be handled by the railroad. 

Mr. Garmatz. What report is that—what name is on it? 

Mr. DantE.. Yes, sir. 

Mr. Munro. That was supplied at the request of the Appropria- 
tions Committee and I believe a copy was sent to you-—— 

Mr. Zinckx. I offer a copy for the record at this time, Mr. Chair- 
man. 

Mr. Garmatz. What is the name? 

Mr. Zincke. An Economic Study of Freight and Passengers, dated 
September 22, 1954. 

Mr. Garmarz. Whose report—by whom? 

Mr. Zincke. It appears that it was compiled by the Company, but 
it does not state. 

Mr. Tumutry. Is this also the economic report? 

Mr. DanigE.. Yes, sir 

Mr. Garmartz. If no objection, we will insert it in the record in the 
proper place. You may proceed. 

Mr. Dantet. I believe I can highlight this through here. It is the 
understanding that the chief of anv Government agency has to trans- 
port and do their work as economically as possible, and apparently 
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this has not been ace omplished or being done by the Canal Zone Gov- 
ernment or the Panama Canal Company. 

One glaring example of this procedure occurred during September 
1955 when 400 yards of crushed rock were trucked from Sosa Hill in 
Balboa, to the Gatun locks area. This 80 truckloads of rock, if ship- 
ped by rail, would have taken only 22 Western dump cars, and all 
could have moved on regular trains without any special handling. 

The Motor Transportation Division is operating a virtual trans- 
isthmian taxi service to transport Company-Government employees 
who live and work on one side of the isthmus but have intermittent 
work on the other side, such as typewriter repairmen, schoolteachers, 
and accountants; also pilots who must transit the canal and return 
home Many times there is only one passenger in an official car with 
a chauffeur. Truckloads of canal seamen cross the isthmus daily. 

On page 16 of the economic report it is stated that the cost per ton 
of hauling freight across the isthmus by truck is $3.59. The current 
car mileage rate given the Commissary Division by the railroad is 
$1.50 per car mile whic h, for the 44 miles across the isthmus, would 
amount to $66 per car. This includes switching and returning the 
car, With empty containers, to the starting point. For a 50-ton boxcar, 
the transisthmian rate per ton for dry freight would be $1.32; and for 
1 40-ton refrigerator car, the rate for refrigerated cargo would be 
$1.65 per ton. This raises the question as to why the Company 
purchased trucks and started hauling commissary cargo when the 
railroad rates were so much cheaper. 

The Company estimates that during this fiscal year 6,150 persons 
per month; and during the months of July, August, and September of 
this year, 1,990 tons of freight per month, were transported across 
the isthmus by motor vehicle, all of which were formerly carried by 
the railroad. 

This represents a duplication of service because the railroad expenses, 
such as salaries, depreciation, track and car repairs, and station and 
roundhouse costs, are fairly constant, regardless of tonnage or pas- 
sengers hauled. Certain regular train schedules are maintained, 
which could easily absorb all Company-Government transisthmian 
hauling with very little added expense, as shown in the following 


table: 


Cost of fuel otl for 400” diesel engines from Panama City to Colon 


Number of | Total 


gallons cost 
300-ton train (average passenger train) _--- ena 60 $4. 50 
1,200-ton train _-. 133 | 10.00 


NoteE.—In other words, if a 300-ton train can be hauled for $4.50 for fuel oil, and a 1,200-ton train can be 
hauled for $10 for fuel ofl, the additiona] 900 tons costs only $5.50 more for fuel oil to haul, 


You cannot truck 900 tons across the isthmus for only $5.50. 

Because of loss of tonnage, the railroad is presently operating at a 
loss but this could be minimized if all Company-Government business 
were handled by the railroad. For example, take a hypothetical 
case; say the cost of trucking commissary freight is $15,000 a month 
and during the same month the railroad operates at a loss of $25,000. 
The total of these 2 items is a $40,000 cost to the Panama Canal 
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Company. However, if the same freight were hauled by the railroad, 
the $15,000 freight charge would serve to reduce the railroad’s deficit 
to $10,000, resulting i in a total cost to the Company of only $10,000 
instead of $40,000. 

The Army, Navy, and Air Force are shipping by truck, buses, 
sedans, jeeps, and every type of motor vehicle rather than using the 
railroad. The military services and other Government agencies 
received a total of 82,955 tons of cargo at the piers in 1954; of this 
amount only 3,876 tons (4.7 percent) were transported by the Panama 
Railroad (p. 7, economic report.) 

The military services stopped using the railroad so abruptly about 
June of this year that it would indicate that an order had been issued 
directing them not to use the railroad. 

Letters were directed to the Army, Navy, and Air Force (in October 
1955) requesting: 

(a) Total number of vehicles that crossed the Transisthmian High- 
way; total number of tons of freight carried; and total number of 
passengers carried by these vehicles for the months of July, August, 
and September 1955. 

(b) The same information as above, for the months of July, August, 
and September 1954. 

(c) Total number of tons of cargo and the total number of pas- 
sengers hauled by commercial carriers; and the names of carriers 
used, for the periods shown in paragraphs (@) and (6), above, and for 
fiscal years 1954 and 1955. 

In each of the replies received, it was stated that the information was 
being compiled at Headquarters Caribbean Command in an effort to 
have the information available if required by the congressional 
committee. 

We believe that if this information were furnished, it would indicate 
that if this and other business had not been diverted through other 
channels, the railroad would now be operating on a paying basis. 

The Panama Railroad handles, without revenue to the Company/ 
Government, an estimated $3 million in currency and coin annually for 
a commercial bank, because the administration claims that it is a 
convenience to the Panama Canal Company. At the regular tariff 
rate, this amounts to an estimated annual loss to the Panama Railroad 
of $7,500. 

Besides the dive rting of tonnage and passengers, as e xplained above, 
the views expressed by the Panama Canal Company officials regarding 
the proposed abandonment of the railroad have led directly to loss 
of revenue. The principal commercial railroad revenue is derived by 
taking a percentage of the ocean freight for the rail haul of imported 
cargo landed at Cristobal, with final destination Panama City. The 
Panama Railroad is a cocarrier of this class of cargo which is delivered 
to consignees at final destination upon surrender of an ocean bill of 
lading. The steamship agencies at Cristobal have only two possible 
cocarriers for their shipments destined for Panama City; the Panama 
Railroad, operating under the original Panama Railroad Company 
charter; and one Panamanian trucking company, which has a contract 
with the Panamanian Government to haul cargo in bond to Panama 
City. 

One is led to believe, on page Economic Report, that it is 20 
percent cheaper for the shipping sevtain ce to ship by truck from 
64094 — 4 
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Cristobal to Balboa or Panama City than it is by rail. This was due 
at that time to the fact that the Panama Canal Company would not 
lower their rate to meet competition and did not do so until July 1, 
1955. The unions requested this reduction by letters dated May 25, 
1955 (one from the Order of Railway Conductors and the other from 
the Brotherhood of Locomotive Engineers) to trv to regain the busi- 


ness that was being diverted to the truckline. We unde stood, before 


8 ete 
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we made this request, that the Superintendent and the Transportation { 

pa e ° . . . 
and Terminals Director had recommended this reduction to the : 
President of the Panama Canal Company and it was refused; and that ; 
Mr. Harms of the New York office of the Panama Railroad had re- ; 


quested this reduction and was likewise refused, but we were unable 
to confirm this. The original Panama Railroad percentage for hauling 
through cargo was 33% percent, which in 1950 was reduced to 25 
percent. The Panama-operated trucking company was successful in 
obtaining cocarrier status with several steamship companies by agree- 
ing to 20 percent of the ocean freight 10 months before the Panama 
Canal Company agreed to this percentage. This has resulted in a 
loss to the Panama Railroad of over 3,000 tons of this type of freight 
monthly. This, and the official views expressed by the Panama Canal 
Company that the railroad would be abandoned, have caused the 
steamship agencies to seek another cocarrier for their locals cargo. 
Much of this business can be regained for the Panama Railroad, now 
that freight rates are the same, by a positive policy made known to the | 
merchants that the Panama Railroad will not close. 

The Panama Canal is one of the life arteries of the traffic of the 

world. From the very birth of the canal the Panama Railroad, 
operating at its side, has played a tremendous role in maintaining the 
smooth and efficient flow of world commerce at this strategic point. 
Before entertaining any thought of doing away with this integral part 
of the canal operation, conscientious consideration must be given to: 
a fair comparison of the investment required to keep the railroad in 
operation as opposed to the constructtion of a new highway and the 
purchase of motor equipment; the maintenance and upkeepbof highway 
and equipment; the advantages of railroad service, the economic value 
of the railroad to Panama; the secur ity aspect; and to fair treatment of 
the railroad employees affected. 


HIGHWAY 


The cost of the proposed 23 miles of highway over the existing 
railroad right-of-way is highly controversial. The administration 
estimates a total of $9 million; and there are others who have estimated 
$30 million for a 2-lane highway. General Seybold, in hearings before 
the subcommittee on Appropriations, United States Senate, 83d 
Congress, 2d session, page 1545, states: 

It is a one-track fill. It needs greatly to be widened, and that is the expensive 
part. 

Gen. James G. Steese, former engineer of maintenance of the 
Panama Canal, in a letter recorded in Congressional Record, Appen- 
dix dated May 27, 1955, on page A3718, states: 

* * * As to the utilization of the railroad right-of-way for a modern four-lane 


highway, such a proposal would be extremely hazardous. For the 5 miles across 
Gatun Lake there is only a single-track embankment over 70 feet high on a 
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mud bottom of unknown depth. We had to put many millions of cubic yards 
of fill from Culebra Cut in excess of the normal prism to make it stand up. 
Instead of the normal 1—!4~-1 slopes, we had 4-1 slopes, plus a heavy rock dike 
along both ties as a partial counterbalance. The highest sections were built 
up in 3 or 4 successive stages. We had slips and slides. What the total vertical 
settlement was, I do not recall. On a lower fill across Stilsons Pond, an arm 
of Gatun Lake, near the Gatun railroad station, I do remember that the total 
vertical settlement was 126 feet. 

And that was in the dry. The embankment is now saturated by the lake on 
both sides. To widen it for a modern highway would involve dumping millions 
of yards into the lake from one or both sides, as the maximum lake level is 87 
and the subgrade on the embankment 92 feet above sea level. Were the equilib- 
rium of the existing fill to be disturbed, the whole thing might disappear over- 
night, as happened too often during construction days. 

The old Panama Railroad followed a water grade, and is now, in this neigh- 
borhood, under about 75 feet of lake. When it was double tracked to get Culebra 
Cut excavation to help build Gatun Dam, there was one section through the 
Black Swamp where it was found impracticable to widen the embankment, so 
a gauntlet track was installed. Even the track would sink under the swamp 
from 12 or 14 feet overnight. Borings were taken to 228 feet, without striking 
bottom, but the drill did hit what seemed to be a French dumpear. There had 
been several upheavals and subsidences within geological times, and under Gatun 
Dam are two prehistoric canyons over 200 feet deep, representing former channels 
of the Chagres River, subsequently filled up with black muck. 

At the International Engineering Congress, held at the Panama-Pacific Exposi- 
tion in San Francisco in 1915, General Goethals submitted a symposium on the 
Panama Canal, by himself and his chief assistants, which was published in two 
volumes. Frederick Mears, then Chief Engineer of the Panama Railroad, sub- 
mitted a paper with wonderful photographs showing the railway construction 
troubles. I have not access to these volumes at the moment, but I was one of 
Mears’ lieutenants on the Panama Railroad relocation, and some 15 years later 
succeeded him as Chairman and Chief Engineer of the Alaska Railroad. 

To sum up, in my opinion, the abandonment of the Panama Railroad is ill 
advised and unjustified, and the replacement by a modern highway both 
hazardous and of indeterminate cost. 


Most of the fill across the lake from Monte Lirio to Quebrancha is 
a one-track line, just wide enough at the top to accommodate the 
railroad, as it was filled from dump cars off the railroad track which 
was build on trestles. We have pictures showing this fill and how 
it was made. Any attempt to widen it to a 24-foot highway, with 
shoulders, would be an extremely expensive and hazardous proposition. 
We feel that no competent contractor would take such a job except 
on a cost-plus basis, knowing the history of the fill below it, the 
unstable bottom, and that this fill has been soaked by the lake waters 
for the past 40 years. We believe that $30 million, under present 
prices and conditions, would be a minimum estimate and that the 
administration’s estimate of $9 million would be only a starting figure. 

Experience has shown that when apparently stable areas are 
disturbed, resulting slides are imminent. When the townsite of 
Paraiso was rebuilt, some grading work was done. Now the hill back 
of the town, where the new water tank is located and over which the 
highway passes, is slipping, making it necessary that steel piling be 
driven into the ground in an attempt to stop the slippage. Consider- 
able work and expense have been incurred in keeping the highway 
passable and the water tank in repair, which now is restricted to only 
10 feet of water instead of 15 feet, which is its capacity. There is 
even concern about the new houses in this area. It is very possible 
that this slide will continue and might even block the highway in the 
Canal Zone. 




















































48 PROPOSED ABANDONMENT OF PANAMA RAILROAD 


When Morgan Avenue in Balboa was relocated and excavation work 
was done, the side of the bill below Quarry Heights started to slide 
costing considerable money and concern for Quarry Heights. 

It has been stated by representatives of the company that the 
railroad bed had been in use for 40 years and that it is stable. We 
disagee with this Statement. As at present, there is an area between 
track span 15-10 and track span 15-12 that is sinking that has to be 
raised from one-half to ] inch per week. The section between Monte 
Lirio and Quebrancha is also sinking slowly and has to be raised 
from one-half to 1 inch every 6months. Some places it has to be raised 
as high as 6 inches. This is mostly spot work a little at a time, but is 
being worked on continuously, 

General Steese, in discussing the utilization of the present railroad 
bed for a roadway, in his previously cited letter, further emphasizes 
the hazard of slides by stating that: 

Were the equilibriuin of the existing fill to be disturbed, the whole thing might 
disappear overnight, as happened too often during construction days. 

We understand that the Government engineers who did the work at 
Paraiso and Morgan Avenue, that since has caused so much trouble 
and exnense, are the same engineers who made the estimate of only 
$9 million for the proposed new highway. 

Mr. Dorn. If the same engineers who knew that they were going 
to have all this trouble and expense, as they knew at Paraiso and 
Morgan Avenue, made an estimate of $9 million. why wouldn’t that 
be correct—or did they make the estimate before they had all this 
trouble and expense at Paraiso and Morgan Avenues? 

Mr. Daniex. I couldn’t answer that, sir. 

Mr. Dorn. As you have it here, it is a very bad argument against 
you. 

Mr. Daniev. That isn’t the Way it was intended. 

Mr. Dorn. I know it. You might check it and perhaps, if you can 
check it, give us the answer later on, 

Mr. Munro. Mr. Dorn, I believe that the situation is, these engi- 
neers, who are recent employees, are unfamiliar with the terrain here 
and they inadvertently left it out of their consideration because they 
didn’t realize the extent of the trouble. 

Mr. Dory. In other words, they gave this estimate before they 
had the trouble in Paraiso and Morgan Avenue? 

Mr. Munro. They might have given the report afterward, but we 
don’t believe they realized the extent that the earth can move here and 
it wasn’t taken into consideration when they estimated $9 million. 

Mr. Dantet. While it may be true that railroads in the United 
States cannot compete with trucks on short hauls, the condition in 
the Canal Zone is unique, since the company is asking for an invest- 
ment of $9 million—which would probably run at least $30 million 
before it is completed (see hearings of Subcommittee on Appropria- 
tions, U.S. Senate, ist sess., 84th Cong., H. R. 6367. P. 337)—to con- 
Struct 23 miles of highway for the trucks. This does not include the 
$650,000 requested in the budget for trucks. 

This money has to be spent before the trucks can operate wholly 
within the Canal Zone; and it has been agreed that it would be most 
unwise and unsafe, from a defense and an international standpoint to 
place ourselves at the mercy of a foreign country for the only fast 
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means of land transportation across the Isthmus in case of an 
emergency. 

No trucking firm in the world would consider spending $9 million 
for a highway, let alone $30 million, before starting into business. 
Likewise, it is inconceivable that the stockholders of a private corpo- 
ration would permit the management of that corporation to abandon 
an operating railroad valued at $12,500,000 and to invest $9 million 
to $30 million in a highway and $650,000 in equipment to replace 
that railroad, with no hope of recovering any of that investment from 
commercial transportation. 

The cost of this highway must be considered when the cost per 
ton of freight is computed. No matter what bookkeeping technique 
is used, the $9 million to $30 million will have to be spent to build 
the highway, and no sleight-of-hand bookkeeping can eliminate the 
interest on that amount of money, which alone at 2% percent would 
amount to from $225,000 to $750,000 a year. 

Instead of building a new highway, if the same amount of money 
were used to reduce the present indebtedness of the Panama Canal 
Company, thereby reducing the amount of interest which must be 
paid annually by the Panama Canal Company, it would in our opinion 
be a much wiser move. 

The construction of 23 miles of highway between Gamboa and 
Gatun, as requested by the Company, cannot be expected to take 
the place of 149 miles of railroad. It would not be long—possibly 
not more than 1 or 2 vears after the proposed new highway was com- 
pleted—until it would be necessary to make another substantial 
investment to repave a large portion of the existing highway needed 
to complete the route for trucks through the Canal Zone. Much of 
the highway in the Canal Zone that will have to be used to connect 
with the proposed 23 miles is much older, narrower, and in worse 
condition than the present Transisthmian Highway. 

This highway, for several miles, was so narrow that a 4-foot strip 
was added on one side to make a 22-foot highway. This 4-foot strip 
was not tied in to the existing highway and is now separating from the 
main pavement, is slipping and sagging, and has caused considerable 
trouble and expense in upkeep; and with continued use by heavy 
trucks, it will soon deteriorate into a deplorable condition making it 
necessary to repave this section. 


COST OF TRUCKING 


On June 17, 1955, at hearing before the Committee on Merchant 
Marine and Fisheries, House of Representatives, 84th Congress, Ist 
session, concerning the abandonment of the Panama Railroad, a rep- 
resentative of the Panama Canal Company used figures concerning 
maintenance, depreciation, and interest in connection with the pro- 
posed new highway to show the advantage of trucking. The presi- 
dent of the Panama Canal Company has stated that the —— 
Transisthmian Highway in Panama, which is only 13 years old, 1 
“outdated” and “antiquated” (hearings, the Subcommittee on ia 
priations, U. S. Senate, 84th Cong., Ist sess., on H. R. 6367, p. 333; 
and hearings the Subcommittee on Appropriations, House of Repre- 
sentatives, 83d Cong., 2d sess., for Civil Functions, Department of the 
Army Appropriations for 1955, p. 771). However, the Company has 
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figured the annual depreciation on the $9 million, their estimate of the 
cost of the proposed new highway, to be only $160 ,000 which would 
mean that the total cost would be depreciated over a 56-year period. 
It would seem more realistic, in view of the above, to depreciate the 
capital investment over a 25- instead of a 56-year period. 

The Economic Report estimates that the annual cost of maintaining 
this new highway would be only $2,000 per mile. Mr. Newman, of 
the General Accounting Office, states on page 128 of the hearings 
before Subcommittee No. 3, Panama Canal Committee of the Mer- 
chant Marine and Fisheries Committee of the House of Representa- 
tives, 83d Congress, 2d session, that the cost of maintaining the present 
Transisthmian Highway is $400,000 a year, or $8,510 a mile. We feel 
that the figures of the General Accounting Office should be correct; 
however, General Seybold stated that the annual maintenance cost is 
approximately $180,000 for the existing 47 miles of highway, which 
would be $3,829 per mile. The cost of maintaining the proposed new 
highway over long narrow fills, with the increased flow of heavy com- 
mercial vehicles, could conceiv ably run much higher than the figures 
shown for the present highway. Certainly it will not cost less to 
maintain a highway wholly within the Canal Zone than it does to 
maintain the present Transisthmian Highway. 

In the Economic Report it is stated that it will cost the Company- 
Government $307,290 a year to transport 53,800 tons of freight and 
130,000 passengers. Using $9 million (the Company’s estimate of 
the cost of constructing the new highway), we estimate the yearly 
trucking costs to Company-Government would be as follows: 

Ie FOR Sh os A en ae padunekodads $307, 290 
Interest on $9 million at 24% percent... ..........-..--..4--......- 225, 000 
Maintenance of 23 miles (at the same cost per mile as the present 


Tr CAIRN RR i a ia ane 98, 067 
Depreciation (over a 25-year period) .. .. .......-..- -.i- <2... 360, 000 





Total 


nie tats ite tieniwidm bE Se eben aes 990, 357 


Using the $30 million estimate of the cost of constructing the new 
highway, the cost would be as follows: 


Trucking charges ee a eats acon O0Oh OU 
Interest on $30,000,000, at 2% perce Miele ec. Z efit ats Bs 750, 000 
Maintenance (total Transisthmian Highway). ) ioe agate oe 180, 000 
Depreciation (over a 25-vear period) -- ~- inde ates . 1, 200, 000 


Total _ a Bt le a pare cas 2, 437, 290 


The iow e ‘ties — ate that a cost of wesiteeniion: by motor 
vehicle, 53,800 tons of freight and 130,000 passengers will run between 
$990,357 and $2,437,290, against the cost to the Company/Government 
by railroad of $498,936 to transport 70,671 tons of Company/ 
Government freight and 148,774 passengers for 1954. Last figures 
available to us. 
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‘om arison of Os elween rat roae¢ ane motor ve hic es for Tie rays portation of 
Compa n of cost bet lroad 1 t hictes for the transportat f 
Panama Canal Company and Canal Zone Government freight and passengers 


f (tactics a sil ia = = 


Cost of trucking, 53,800 tons of 
freight and 130,000 passengers- 


Railroad cost, Savings by 
— — —| 1954, for 70,671 | Railroad (no | 
Using | Using tons and 148.774 restrictions on | 
$9,000,000 | $30,000,000 passengers | kind of freight 
(estimate) | (estimate) 
$990, 357 a $498, 936 $491, 421 
: $2, 437, 290 498, 936 1, 938, 354 


It has been estimated by the Superintendent of the Motor Trans- 
portation Division that 86 motor vehicles will be needed, at a total 
cost of $572,000 if the railroad is abandoned. On page 15 of the 
Economic Report, it is stated: 

The following list of equipment is considered to be the very minimum of 
equipment that would be necessary to provide the service of transporting 
Company/Government freight and passengers by motor vehicle. It is assumed 
that the following commodities will not be transported by truck, rock, sand, gravel, 
or scrap metal; nor will there be any employee 24-trip passes 
However, the report makes no mention as to what provisions are to be 
made for Canal Zone passengers or for hauling rock, sand, gravel, and 
sc rap metal; which could be a major item. In other words, the 

$572,000 estimated by the Company for motor vehicles is merely a 
starting point. If $572,000 is the minimum, what would the maxi- 
mum be? 

According to Mr. Noble, former Comptroller of the Panama Canal 
Company, the life expectancy of these motor vehicles would be 
approximately 6 years—see report of Subcommittee on Appropria- 
tions, House of ‘Representatives, 83d Congress, 2d session, page 
786—-which means that this equipment will have to be replaced at 
any time after 6 years. The cost of constructing trucking facilities 
and of modifying the docks and warehouses to accommodate trucks 
instead of the railroad apparently has not been considered in the 
Company’s estimate of the cost of trucking, and this will be a sizeable 
amount. 

Every time a motor vehicle crosses the Isthmus there is a potential 
accident that might jeopardize every other vehicle and person on 
the highway. The extremely heavy rainfall and fog greatly in- 
creases this hazard, and could result in lawsuits which w vould bring 
the cost per ton for freight by truck to a staggering figure, which 
would have to be paid by the Panama Canal Company if they lost 
their suit. 

The unions asked the Transportation and Terminals Director of the 
Panama Railroad for the organization cost and budget statements for 
both the Railroad Division and the Motor Transportation Division. 
This was denied. The unions were told: 

They are detailed account summaries designed for management purposes, and 
that proper use by others would require more detailed explanation than it is 
practicable to furnish. 

We believe we have men in the unions who are capable of inter- 
preting these statements, if they are properly made out; if they are 
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not, our men are capable of pointing out the discrepancies. 
Apparently management was not willing to take that chance. 

We request that the committee obtain the organization cost and 
budget statements for fiscal years 1954, 1955, and 1956 and examine 
them for the comparisons referred to below, and that these statements 
be made a part of the record. 

The unions believe that a comparison of these organization cost 
and budget statements will show the duplication of service and the 
effort being made by management to discredit the railroad by routing 
all hauling possible to the trucks and by their unfair method of 
allotting costs. Interest and depreciation should be charged on the 
same items for both the railroad and motor transportation; highway- 
maintenance costs should be added to motor transportation in the 
same manner that the charge for maintaining the roadbed is charged 
to the railroad. No comparison of costs should be made until the 
same charges for interest, depreciation, and maintenance are applied 
to both. 

The Company did furnish totals and net results, which they stated 
were taken from the statements we requested, but which, without the 
breakdowns, were useless for our purpose. 

Mr. Gsrumatz. Do you mind stopping there? Some of the members 
might have some questions at this point. 

Mr. Byrne, do you have any questions? 

Mr. Byrne. Mr. Daniel, you know we rode the railroad, inspected 
the railroad, on Saturday. 

Mr. DantxE.. Yes, sir. 

Mr. Byrne. And what annoys me is, in 1952 the Army had put 
in these new spurs, as you know; then immediately after that they 
began, according to your testimony, transporting merchandise, 
cargoes, in trucks. 

Mr. Dantet. Yes, sir. 

Mr. Byrne. Why would that be? In the East, where I come from, 
if the railroad and trucking outfits feel that it is cheaper to ship 
their trailers piggyback, why wouldn’t they do that? 

Mr. Danret. You mean to ship them piggyback? 

Mr. Byrne. Shipping the trucks and 

Mr. Dantev. Because it is cheaper—takes them off the highway; 
cuts down on cost. 

Mr. Byrne. Then what is the argument here? They say “‘it is 
cheaper to operate by trucks.” I disagree with them. 

Mr. Danig.. I, too, sir. 

Mr. Byrne. A truck lasts 6 years; a railroad car lasts 60 years with 
the right kind of repairs. Where did they get their figures on the 
replacing and repair of cars, which according to your figures, are 
entirely wrong? 

Mr. Dantgt. I don’t know, sir. 

Mr. Byrne. The figures came from some place. They said they 
took so many cars out of service and put them in the repair shop. 

Mr. Daniet. I don’t know, sir. 

Mr. Garmatz. Would that be in that Economic Report? 

Mr. Dante. It is in the Economic Report, but it does not state 
where they arrive at the figure. Apparently, the way I have figured 
it out, they had so many cars in there on a certain date, multiplied 
that by 365 and came up with an answer. 
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Mr. Byrne. How many men employed on the railroad? 

Mr. Danieu. There’s been approximately 90 United States rate 
and approximately 350 locality rate. It is a little bit lower than that 
now, bv not replacing the men as they 

Mr. Byrne. A 10-car train filled to capacity with freight—you say 
50 tons in a car? 

Mr. Danreu. Large-scale box could be. 

Mr. Byrne. Would take about four men on the railroad to operate 
that—the engineer, the brakeman 

Mr. Danitev. There would be conductor, flagman, head brakeman, 
swingman, and an engineer and a fireman. That would be six. 

Mr. Byrne. And each truck has how many employees? 

Mr. Danréx. One. 

Mr. Byrne. In other words, for 1 car it would take 10 trucks? 

Mr. Dante. At 10 tons to the truck; yes—no; 5 

Mr. Byrne. Where would the saving be in manpower? 

Mr. Danruz. I don’t believe there would be, sir. 

Mr. Byrne. I don’t get it at all. It is convenient; it is an artery 
of defense; it’s a saving. Even if thev eliminated the railroad, 
according to General Steese, the roadbed wouldn’t be safe as a 
highway. 

Mr. Daniet. We agree with that. 

Mr. Tumutry. I notice on page 2 of your testimony, said: 

We believe diversion of freight traffic to be a deliberate and well-laid plan to 
justify the abandonment of the railroad. 

Mr. Dante. Yes, sir. 

Mr. Tumunry. And again there is the statement that ‘the report 
is biased and inaccurate.”’ 

Mr. Danrux. Yes, sir. 

Mr. Tumuutry. And then there was the further remark, that, with 
reference to the discussion on the 155 pieces of new equipment needed: 
We believe that this type of estimate is deliberately made to discredit railroad 
operation. 

Mr. DanrgeL. Yes, sir. 

Mr. Tumuury. And you also refer to what appears to be an order- 
an abrupt order—to the Army to stop using the railroad. Am I 
correct then, when I conclude from your remarks that the men 
charged with the responsibility of running this railroad are sabotaging 
it in its operation, or should I 

Mr. Danrex. I wouldn’t use that word. 

Mr. Tumuutry. Well, if you rephrase it, am I to conclude that they 
are deliberately discouraging the use of the railroad? 

Mr. Danizx. Yes, sir. 

Mr. Tumuutry. Thereby bringing about a loss to the Company 
where they are charged with management? 

Mr. Danrev. That’s what we believe. 

Mr. Tumutrty. So that the railroad’s losses is not accidental or all 
of its losses are not due to unfair competition, to any legitimate cause, 
or rather to a diversion of traffic to other sources? 

Mr. Dante. Yes, sir. 

Mr. Tumutty. Of course, this loss goes ultimately to making up 
the tolls? 

Mr. Danteu. I think that is right; yes, sir. 
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Mr. Tumuttry. The only other freight carrier is a trucking com- 
pany? 

Mr. Danret. Yes, sir. 

Mr. Tumutty. Panamanian trucking company? 

Mr. Dante.. Yes, sir. 

Mr. Tumutty. You have any idea of how much freight is carried 
by that trucking company, say, since this apparent abrupt order 
prevailed? 

Mr. Dantex. I have no way of knowing. 

Mr. Tumuttry. Do you know how much money this trucking 
company has made through the diversion of traffic that should have 
been made by the Panama Railroad? 

Mr. Danret. Well, we have 3,000 tons a month that—with a loss 
of business due to the refusing to lower our carrier tariff. 

Mr. Tumutry. But this other business, other agencies using the 
trucking company when they could—the Government, the Army— 
could they use the trucking company? 

Mr. Dantex. I understand the Navy had a contract. I don’t 
believe the Army does. 

Mr. Tumutry. Somebody’s not doing his duty then somewhere 
along the line? Or. somebody has a misconception of his duties, to 
put it euphemistically? 

Mr. Dantex. That’s the way I would put it. 

Mr. Tumutry. If the railroad were to carry the freight traffic of 
the military, if the tariff were not diverted to this trucking company, 
and if all the freight that rightfully belongs on the railroad were 
carried by the railroad, would it show a loss or show a profit? 

Mr. Danrtet. I think it would show a profit. 

Mr. Tumutry. Have you been able to get the figures? 

Mr. Dantzgv. No, sir. 

Mr. Tumuttry. They have been refused? 

Mr. Dante. Yes, sir. 

Mr. Tumutty. You are confident that in fact the railroad would 
not be showing the loss that it shows? 

Mr. Dante. Yes, sir. 

Mr. Tumutty. So that whatever loss it shows is not due to the 
obsolescence of the railroad but, rather, to the management with the 
misconception of its function? 

Mr. Danret. I believe that is correct; yes, sir. 

Mr. Tumutry. In other words, if there wasn’t this apparent obses- 
sion to get rid of the railroad, the railroad would be making money? 

Mr. Dantet. Yes, sir. 

Mr. Tumutry. If you had someone running the railroad who wanted 
it to succeed, it would succeed? 

Mr. Danrex. Yes, sir. In other words, I would say that anybody 
can make a business fail if they wish it to. 

Mr. Tumutry. That’s right. Is this in the nature of sort of a 
hara-kiri, would you say?—I am satisfied—never mind. I’m more 
interested, though, in your statement, apart from getting into any 
partisan argument, that if the railroad was allowed to carry all that 
it can carry, it would prove to be economically profitable. 

Mr. Danizr.. I think I have in here later on, prior to 1946, that it 
cost the Government nothing to carry their freight, that we have 
made enough money that Company-Government freight was carried 
for nothing. 
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Mr. Tumutty. The trucking company on the isthmus—is that 
assuming the railroad now to be abandoned—no more railroad—can 
this trucking company—Panamanian trucking company—carry all the 
freight that comes in here without additional—supplementary—help 
from elsewhere? 

Mr. DantE.. No, sir. 

Mr. Tumutty. During the years of construction of this new high- 
way—assuming it to be capable of being built—how could any freight 
travel from one end of the isthmus to the other? 

Mr. Danigev. Just by highway. I have in the report here later 
several large glass-lined tanks that they refused to handle across the 
isthmus. 

Mr. Tumutty. But there would be a period of time as this. Is there 
any facilities for ee trucks down here? 

Mr. Dantez. No, si 

Mr. Tumutry haa assuming they get the trucks to handle this 
freight, is it contemplated that the Canal-C ompany will buy its own 
trucks and operate its own trucking line? 

Mr. Dante.. Yes, sir. 

Mr. Tumutry. So that we’ll have a Panamanian trucking company 
in competition with the canal trucking company? 

Mr. Danret. Yes, sir. 

Mr. Tumutry. And, I assume, two sets of police force? 

Mr. Danren. Panamanian on the Panamanian highway and the—- 

Mr. Tumutty. So this would be a duplication of highw ays, wouldn’t 
it? 

Mr. DanieEt. Yes, sir. 

Mr. Munro. Mr. Chairman, the freight figures that Mr. Tumulty 
inquired about is on page 60 of the Economic re port. 

Mr. Garmatz. I might say I think most of the members here have 
a number of questions to ask, and I think probably some of them 
should be directed maybe more to the Governor and some of his rail- 
road staff. I hope they will be prepared this afternoon to answer 
some of them. I hope that they have been notified to have informa- 
tion pertaining to the railroad av railable. Some of these questions may 
seem just a little embarrassing to you—or ~ other gentleman—when 
we ask you questions that ‘probably the Canal Zone Government 


would be in a better position to answer. So, don’t get alarmed or 
anything of that sort if you don’t have answers to some of the 
questions, 


Mr. Auten. Mr. Chairman, Mr. Daniel mentioned, on page 4, some- 
thing about the personnel in charge of the management. [ am 
curious to know if you have an opinion as to where the Company 
should go to choose the right sort of a superintendent or managing 
master of transportation, whatever he might be called? 

Mr. Danret. I believe it should be—in the past, before 1936, the 
best man available on the railroad—they did have an incentive to 
work—but the best man that was available was selected. In the past 
20 years it has been entirely a seniority proposition and it hasn’t 
worked out too well in some cases. Some cases it’s been very good 
but other cases, it didn’t get the best man. 

Mr. ALLEN. In other words, you would take a man from the rail- 
road and elevate him to the position of superintendent. You wouldn’t 
be inclined to go to some other railroad in the States and 
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Mr. Danrev. That’s correct. 

Mr. Aten. I ama little curious on this trend in the statement that 
someone’s deliberately trying to get rid of the railroad for the purpose 
of getting other tvpes of transportation. What would anyone have 
to gain by doing that? 

Mr. Danrev. TI don’t think anybody has anything to gain on it, 
personally, no, sir. 

Mr. ALLEN. I am trying to find the motive for such a change. Do 
you have any opinion as to why they want to do that? 

Mr. Danie. No, sir; I can’t understand that. 

Mr. Garmatz. Do you know who owns the Panama trucking com- 
pany? 

Mr. Daniev. A corporation. 

Mr. Garmatz. That doesn’t—could you be a little more explicit? 
Who is the corporation? Who owns it? 

Mr. AtteN. Who’s got the money, in other words 

Mr. Dante. I do not know; different people have blocks of stock 
in it—some of the richer men in Panama. 

Mr. Garmarz. Influential men? 

Mr. Dantet. Yes, sir. 

Mr. Garmarz. Do the same people have influence in the canal in 
any way, shape or form? 

Mr. Dante. Not that I know of. 

Mr. Auten. You mentioned that the Navy was using trucking for 
its needs. I presume, following the usual custom, there’s been an 
appropriation of funds to this end to the Navy, giving them so much 
money for a year to buy their transportation service. In using that 
money do you know whether they can buy more transportation from 
the trucking company for so many dollars or more transportation from 
the railroad at so many dollars under existing rates? 

Mr. Dante. No, sir; I don’t know that. 

Mr. Auten, It may be that from the standpoint of the local Navy, 
they’re getting more for their money using trucks than using the 
facilities of their own Government. 

Mr. Dante. That could be; but there again, I think it’s manage- 
ment which should arrange it so that our services are available to our 
own Government’s agencies that’s not at a higher price. 

Mr. Dorn. I am very much interested in part of your testimony, 
Mr. Daniel, with reference to the 3-mile stretch of highway running 
through aswamp. I wonder if you’d give us a little more detail about 
that. I think the pictures you have shown us convey some of it. 

Mr. Danret. I have received information this morning from a 
maintenance-of-way man—but that will take up more time. 

Mr. Garmartz. We have others, too. 

Mr. Dante. This was a man—the craftsman who was responsible 
for keeping up this particular track. This came to me this morning: 

All railroads and highways follow one pattern of construction, and that pattern 
is to stay on solid ground as much as possible when building a road. 

The voleanic upheaval that occurred here many years ago left small mounds of 
soil across a strip of land that is known as the Black Swamp; and the Panama 
Railroad Company, following the usual pattern of construction, curved the track 
at seven places in order to place the roadbed on these mounds. And the result 
was that there are 25 stretches of solid track and 25 stretches of sag between 
milepost 11 and milepost 18, and this represents a total of 1 mile of solid and 6 
miles of sags that had to be filled in. These sags were filled in with a fused ash of 
voleanic origin which disintegrates when exposed to air and becomes very porous 
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and never goes back to its original state; so therefore, you have a wet—and dry 
weather track to contend with which assumes different action at each season. 
To take the sags out of the track during the 7 months of wet season, the sags have 
to be raised from 2 to 6 inches, and during the dry season these fills dry out and 
the track goes in every direction, and it takes 5 months’ spotting to keep it going 
until the rains start and the fills close, and then the same process starts all over 
again. 

Mr. Dorn. Before coming down here, Mr. Daniel, I had a long 
discussion with General Steese with reference to this part of the 
railroad structure and what might happen if additional fill was put in, 
and he confirmed what you have stated here in your report. And he 
also said, as you have indicated in part, that if a highway were built 
on this stretch of fill, that the highway would possibly raise and 
lower and buckle so that the highway through this area would be in 
constant need of almost complete repair. Is that so, or would there 
be changes to that statement? 

Mr. Dantex. No, sir; I believe that’s correct. 

Mr. Dorn. Mr. Daniel, elsewhere in your statement here, you have 
made what I consider to be very grave and very serious charges. I do 
think these charges involve the commission of a crime on the part of 
somebody. Perhaps my analysis is incorrect. But at the conclusion 
of these hearings I’m going to ask the chairman to turn this record 
over to the United States attorney to ascertain whether or not he 
believes they involve the commission of a crime. 

Mr. Van Petr. Mr. Daniel, were you or the other members of your 
group here in the railroading business back in the States? 

Mr. Danret. Yes, sir. 

Mr. Van Petr. Well, coming from a railroad center myself—on 
page 4, in that paragraph ‘‘a’”’—‘‘7,300 cars for repair jobs each year,” 
and it states ‘that each car was on a bad order 30 times a year.” 
How does that compare with repairs in the States? 

Mr. Dantex. That is excessive, sir. 

Mr. Van Pett. Well, I rather thought so myself, because we have 
a large car-repair yard in our area and I don’t know where they would 
put all the equipment and how they would operate any trips if that 
were so. 

Mr. ZinckeE. In passing, Mr. Van Pelt, the figures are that of the 
245 boxcars, there are 20 tied up at a time, just about 8 percent. And, 
Mr. Chairman, I offer for the record a volume entitled, ‘Railroad Car 
Facts, Statistics on Car Building and Car Repair,” 1954, issued by the 
American Car Institute; and it shows that the national average for 
the United States is 6.2 percent, so that on the basis of those figures, 
there is 1.8 percent over the United States average here. 

Mr. Van Pett. Just one thing to clear up a question in my mind— 
on page 17, vou refer to 23 miles of highway. It was my understand- 
ing that if the railroad was abandoned, that highway would be the 
full length of the present railroad bed. 

Mr. Daniev. The highway at the present time goes as far as Gatun 
and as far as Gamboa, ‘and the ‘v figure it would ts ake 23 miles to con- 
nect those two highways, on the Canal Zone. 

Mr. Van Perr. That is all. 

Mr. Mamuiarpb. Mr. Daniel, on page 14 of vour statement, second 
paragraph, you say “it has been agreed that it would be most unwise 
and unsafe, from a defense and an international standpoint to place 


ourselves at the mercy of a foreign country for the only fast means of 
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land transportation across the isthmus in case of an emergency.” 
Who is agreed on that? 

Mr. Dante. Well, it’s in the economic report, sir, which the Gov- 
ernment put out, and the unions agree with them. 

Mr. Mariurarp. Well, for different reasons, I assume. They make 
the statement because they want to build another highway, and you 
want a railroad. 

Mr. Dantev. Against it we could use the illustration of Berlin, of 
where a foreign country kept us from going from one part of our 
jurisdiction to another. 

Mr. Mariurarp. You don’t question, do you, our legal right to use 
that highway at any time at all conditions? 

Mr. Danreu. Yes, sir, I do. In 1943, there was a treaty made re- 
garding that—I believe it’s 1943—that says we will have equal rights 
with Panama by that treaty. Now, if they stop their nationals from 
using that highway at any particular period, their equal right would 
be to stop us. 

Mr. Garmarz. Will the gentleman yield? Was there an instance 
that happened here last year, that the highway was closed for 2 
weeks, entirely closed? Does anyone know? 

Mr. Danrev. Wasn’t that long, sir; I think 2 or 3 days from a 
slide it was closed. 

Mr. Garmatz. For other reasons? In January did the Panamanian 
Government close the highway for any length of time? 

Mr. Danigeu. No, sir. The reason I say that—— 

Mr. Garmatz. That the Panamanian Government closed the high- 
way? 

Mr. Daniex. They did for a while, yes, sir; but not for 2 weeks. 

Mr. Garmatz. How long? 

Mr. Danret. That I can’t answer. 

Mr. Garmatz. Does any of your colleagues know? 

(No response.) 

Mr. Tumutry. In other words, do you know whether for some 
reasons the Panamanian Government can close that highway to 
everyone if it so desires? 

Mr. Dante... I believe so. 

Mr. Tumutry. Regardless of the length of time? Once the principle 
is established 

Mr. Danret. We do have equal rights, as I understand, by the 
treaty with Panama? 

Mr. Tumutry. Equal rights to use or not to use? That’s your 
point, isn’t it? 

Mr. Dantkgv. Yes, sir; that’s right. 

Mr. Atuen. Who has the equal rights—the Governments or the 
users? 

Mr. Danie. That I can’t answer, sir; but I believe it’s the users. 
I think it says “‘to use the highway.’”’ I wouldn’t be sure on that. 

Mr. Auuen. If it’s the Governments that have equal rights and 
the Panamanians wanted to close it, we’d have an equal right to 
open it, wouldn’t we? 

Mr. Dantret. That’s too deep for me, sir. 

Mr. ALLEN. I just wanted to get it in the record. 

Mr. Tumutty. Who controls access and egress from the highway? 
Mr. Dante. Panama. 
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Mr. Tumutty. Panamanian police? 

Mr. DantgE.. Yes, sir. 

Mr. Tumutry. There is no American constabulary force or force 
of any kind on the highway so that it has the controlling, the physical 
controlling, of the highway? Panama and its constabulary or what- 
ever forces they have stationed there have sole control? 

Mr. Danie. Yes, sir. 

Mr. Maruurarp. Mr. Daniel, on that point, as I understand it, the 
highway is partly in the zone and partly in the Republic of Panama, 
and isn’t it correct that the United States has just as complete juris- 
diction over the part that is in the zone as the Republic does over 
the part that’s in Panama? 

Mr. Danre.. Yes, sir; that’s true. We have a road about half way 
across—not quite half way across—that joins the Panamanian high- 
way. However, there is another road that is completely within the 
Panamanian jurisdiction that comes into Panama City. We do have 
a road that goes out—we call it Madden Dam Road—that joins the 
Transisthmian Highway—which we have jurisdiction over. That 
joins the Panamanian highway approximately 36 miles from Colon. 

Mr. Maruurarp. Well, is it possible to drive from Cristobal to 
Panama City entirely within the Republic of Panama? 

Mr. Dante. No, sir; not at the present time. ‘There is a short 
section in the city of Cristobal that you cannot do that. However, 
they do have a corridor laid out, which has not been completed yet, 
that will accomplish that purpose. 

Mr. Maruuiarp. So then if this information is correct, if the treaty 
agreement is that the United States and the Republic of Panama 
have equal rights to use this highway, they have this advantage that 
they can travel entirely within their’ own jurisdiction and we cannot? 

Mr. Danie. That’s right, yes, sir; if they complete that one short 
section in Cristobal. 

Mr. Maiiurarp. What is that—about 3 or 4 miles? 

Mr. Danie... I would say 1% to 2 miles. 

Mr. Garmatz. I wish we had more time, Mr. Daniel, that we 
could summon the military in here and find out their ideas. Why 
on one hand they build spurs and things of that sort where they 
could use the railroad and then on the other hand, when we get down 
here seem to use their jeeps and trucks and buses and everything else. 
Of course, we don’t have the time, but I think if there are more 
hearings in Washington pertaining to this railroad—I think we will 
summon some of the military and find out just what their reasoning 
is for doing certain things. Who would it be in the commissaries 
that would have the decision as to the use of truck or railroad? Would 
there be any choice? The superintendent, or who could have it? 

Mr. Daniet. I couldn’t answer that, sir. 

Mr. Garmatz. Does the commissary superintendent have a right 
to say that he wants shipment by truck or that he wants it by rail, 
or doesn’t he have any say on how the freight is shipped? 

Mr. Dantet. It’s very possible that Mr. Damiani could answer that. 

Mr. Louis Damiani (an employee of Commissary Division). The 
Supply and Service Division director would be the man, I believe. 

Mr. Garmatz. What would his name be? 

Mr. Damiant. Mr. Johnson. 

Mr. Garmatz. Would he be here in the building? 
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Mr. Damrant. I believe so. 

Mr. Garmarz. I was referring to whether the decision was by one 
of the staff in the Company located right here in this building or 
whether he was outside in the Commissary Division. 

I had a note here on defense on page 14, but that’s practically 


answered, with reference to something that may happen somehow or 


another that we would be shut off the road, we would have to go 
back to the airlift, and I think we have had some experience with 
those things around the country. The thing I had in mind was, the 
other day when we went over to the Atlantic side, [ think you said 
it was the commissary headquarters, where he had 12 freight cars 
there loaded waiting to be unloaded into your storage space. 

Mr. DanteE.. Yes, sir. 

Mr. Garmatz. What could they do to take the place of these 12 
freight cars while they were waiting to be unloaded? Would you 
have 12 or 14 or 20 trucks there waiting to unload into the « vommissary , 
or would you have to build a larger storage place for the commissary? 

Mr. Dantet. I believe you’d have to either leave that piled on the 
docks until they could take it out at Mount Hope. 

Mr. Garmatz. How long could we leave it on the docks? 

Mr. Dantrev. Not very long. I have a piece on that in the brief. 

Mr. Garmatz. Another thing I notice: outside of the piers there 
you had quite a few cars that had merchandise on, steel, all those 
sort of things, that was waiting to be transferred. Where would 
that freight stay? What would they do with it in the meantime? 

Mr. Dantet. I don’t know, sir. 

Mr. Garmatz. I just can’t quite figure out how they can put all 
the trucks necessary in where the flatecars are loaded on the piers. 
Probably it could be done with 3 or 4 more piers, and shifting around, 
and 3 or 4 times more help, and probably lots more equipment. 
I’m just wondering how they could work those things out. One 
more thing, you talk about accidents on the highway. Do you have 
any record of the number of accidents on the railroad compared to 
the accidents on the highway? I mean do you have any comparison 
in the number of people that were killed? 

Mr. Dantev. I have the number of people carried on the last holi- 
day on the railroad. Over the highway we have no record of that— 
Panamanian jurisdiction and Panamanian record. 

Mr. Garmatz. Is there no way of making a comparison of the num- 
ber of passengers going back and forth, say, in 1 year or 6 months, and 
making a comparison as to the accidents or people killed, on the 
railroad and on the highway? 

Mr. Danteu. Most of the accidents that happen on the highway are 
not even in the paper—we know nothing about them. They have 
Panamanian jurisdiction; the reports are made in Spanish. Once ina 
while somebody gets killed and gets his name in the paper. 

Mr. Garmatz. They usually put it in the obituary column, any- 
how, so it doesn’t make much difference. 

Mr. Dante. As far as I can find out, we have not had a passenger 
killed on the Panama Railroad since, I believe, 1921. We have had 
a few of our employees killed but we have not had a passenger killed, 
I don’t believe, since 1921, and that was a man who was a prisoner and 
jumped off the train. 
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Mr. Garmatz. On page 16, economic report—I’m referring to the 
difference in the cost of maintenance—the economic report gives you 
$2,000 per mile. Mr. Newman, of the General Accounting Office, 
gives you $8,510, which is almost four times as much. And then 
you come along with the other statement of General Seybold with 
$3,829. So you have 3 different costs of maintenance per mile—l1 of 
$2,000, 1 almost double, and the other 1 almost 4 times as much. 
Now, what do you do—cut it in half a divide by two and hope it 
fits? 

Mr. Dante... We use the figures that were in the records. 

Mr. Garmarz. I mean there is a difference between $2,000, the 
lowest, and $4,000, in between, and $8,510, as the highest figure. So 
it’s—everybody can’t be right here. 

Mr. Danizt. I don’t think that anybody knows the exact figure. 

Mr. Garmarz. You are on page 19? 

Mr. Dante. Top of page 20. 

Mr. Garmatz. And you have 40 pages? 

Mr. Daniev. Well, [ll skip some of it. 

Mr. Garmarz. I hope we can. Otherwise we might miss the boat 


Saturday, I’m afraid. 
Mr. DANIEL. 


, 


RAILROAD 


Although by the new ae United States treaty, the United 
States gave away millions of dollars worth of railroad property at both 
terminals, which precludes the operation of the railroad within the 
Republic of Panama, the treaty does not restrict railroad operations 
within the Canal Zone or Panama. Efficient railroad transportation 
service can still be furnished to the Republic of Panama by providing 
freight and passenger facilities in the Canal Zone adjacent to Panama 
City and Colon. If this were done, there should be no loss of freight 
or passenger business; and we feel that much of the freight business 
could be regained. The merchants would like—most of them we've 
talked to said they would like to continue to do business with us, but 
they want it close to Panama City. 

A new passenger station will be needed in Ancon; but we believe a 
small station with shelters for passengers to board the trains would be 
adequate. 

A freight house and team tracks in the Canal Zone will also be needed 
adjacent to Panama City, the cost depending upon the location de- 
cided upon. If the 300 area in Balboa were used, the cost would be 
negligible, since the tracks and pavement are in, and it is already 
fenced; buildings are also available both within the fenced area and 
adjacent thereto. The 300 area in Balboa may be considered by some 
to be too far from Panama City, in which case it may be possible to 
use the old garbage-ramp area and the to-be-abandoned Tivoli com- 
missary, which are nearer to Panama. By using relocated equipment 
and our regular work forces, necessary team tracks could be put in 
without any direct capital investment. The Tivoli commissary build- 
ing could be used as a freight house by remodeling it. The 300 area 
team tracks could be used during rush periods. 

We do not have the facilities to make an estimate of the cost of 
constructing a shelter for passengers in Ancon and Cristobal, or of 
remodeling the Tivoli commissary for a freight house. However, we 
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believe that it shoud not be too expensive, unless the same thing 
happens that did when the Pedro Miguel station was erected. 

Mr. P. L. Malone, former Master of Transportation, who is now 
living in Brooklyn, N. Y., told us that over half of the amount allotted 
for that station was used up by the Planning and Engineering Divisions 
before they were ready to start construction. 

The Company has asked for $650,000 for trucks and buses to take 
eare of the Company/Government hauling. We believe if a like 
amount were spent on the railroad, it would supply the new equipment 
needed and also be sufficient to relocate the passenger stations at 
Ancon and Cristobal and the freight house at Ancon (the freight house 
is already located at Cristobal on the Atlantic side). 

In spite of the intensified scrapping program that management has 
recently adopted, we still have sufficient equipment, with the exception 
of refrigerator cars, to handle all Company/Government business for 
the next 6 years. 

The administration has consistently refused to modernize our 
refrigerator cars or to purchase new ones; and have even refused to 
use salt to bring down the temperatures in the refrigerators. (Salt 
is used with the ice in the United States to lower the temperature of 
refrigerator cars. The salt water that drains off does not drip on 
the rails but to one side. With the frequent and heavy rains in the 
Canal Zone to keep everything washed with fresh water, we believe 
the use of salt would have no detrimental effect.) However, they 
spent over twice as much for a refrigerator trailer with a capacity of 
only 20,000 pounds than it would have cost to equip a refrigerator car, 
capacity 80,000 pounds, with a mechanical refrigerating unit which 
would keep the railroad car just as cold as the trailer. We fail to see 
the economy in this. In other words, for the same money, they could 
have had 2 refrigerator ¢ ‘ars with 160,000 pounds capacity instead of 
only 1 trailer with a 20,000-pound capacity. 

In 1953 the following estimate was made for installing mechanical 
units in our refrigerator cars, which have a capacity of 40 tons each, 
against the 10 tons for a refrigerator trailer. 


Mechanical refrigerator units—Thermo King Railway Corp. quotation, Mar. 5, 1953 


F. o. b. Minneapolis . $2, 550 
Inland freight 200 
Ocean freight = 200 
Storehc use expense ‘ ‘ 300 
Installation costs : : 750 

Installed in existing reefer, total each — __ 4, 000 


We have at present 6 refrigerator cars that are suitable for the in- 
stallation of refrigerator units at an estimated cost of $4,500 per unit, 
since prices have gone up since the above estimate was made, or a 
total of $27,000; which will haul 240 tons of refrigerated cargo at one 
time. Should the refrigerated business of the Commissary Division 
be returned to the railroad, where it rightfully belongs, we would need 
12 additional reefers at $23,000 estimated cost each, new, or a total 
of $276,000; making a total investment for refrigerated cars of $303,- 
000. The total capacity of the 18 refrigerated cars would be 720 tons. 

Mr. Garmarz. I hate to interrupt you, Mr. Daniel, but you have 


4 or 5 other colleagues that want to testify. If they all want to yield 
their time to you 
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Mr. Munro. They have no statement; they are just here in case 
you ask technical questions. 

Mr. Garmatz. How about Mr. Rigby? 

Mr. Munro. He is not with us. 

Mr. Danret. This is the complete statement for the railroad— 
except for Mr. Rigby’s. 

Mr. ArrHur Bronson Ricry. My brief is not nearly that long and 
I hope will not duplicate anything that Mr. Daniel has said. 

Mr. Danrext. No boxcars are needed oidada business increases 
considerably or unless management continues to scrap our cars. 
Should additional rolling stock be needed at any time, we understand 
the Army has surplus railroad cars stored at different places in the 
United States, one of them being Ogden, Utah, that could be trans- 
ferred to the Panama Railroad. Recently the Army transferred 
tractors and trailers to the Panama Canal Company, so surplus rail- 
road cars could also be transferred, if needed. If business increases 
sufficiently to warrant the purchase of new equipment, the revenue 
to the Panama Canal Company would increase accordingly. Up to 
1946, Company/Government freight and passengers were handled 
without cost to the Company/Government. 

In spite of the fact that the committee directed that no action be 
taken to abandon the Panama Railroad until the appropriate com- 
mittee of Congress had investigated the proposal and had indicated 
their approval | (see S. Rept. No. 512, 84th Cong., Ist sess., p. 11), 
on August 3, 1955, the Company scrapped 49 cars of the railroad on 
PA No. 75. On October 27, 1955, 68 cars were selected for scrap 
on PA No. 119. The 49 cars were scrapped; but the 68 have not 
been to date. It was necessary that some of these 68 cars be with- 
drawn from storage (after they had been placed there in preparation 
for scrapping) ) due to the business which is always heavy at this time 
of vear. 

Two steam engines Nos. 803 and 804, were put up for bid to be 
disposed of. These engines were purchased in 1943 and have been 
kept as standby for switching or mainline work. While these engines 
were used infrequently, they have been completely depreciated; it is 
costing very little to keep them; and it is good insurance to keep 
these engines as standby. 

Many spare parts for railroad cars, some new, were placed in the 
scrap yard in October 1955. They included draft gears and yokes for 
our newest steel box and flat cars, journal boxes, friction draft springs, 
arch bars, brass hinges, door fasteners and others for reefers, 35-foot 
flats, and PS cars Nos. 1 to 8; truck pedestal and couplers for coaches, 
many parts for the 19-yard Western dumps, and miscellaneous parts 
too numerous to mention. An estimate of between 80 to 100 tons of 
this new and. used material was scrapped during the month of October 
1955. 

The Panama Railroad is not a standard gage railroad, but a wide, or 
5-foot gage. Standard railroad gauge is 4 feet, 84 inches, or a difference 
of 3% inches. The Panama Railroad is the same gage as the railroads 
in Russia. It is reported that at the cessation of hostilities in World 
War II, the United States Government had considerable railroad 
equipment built under lend-lease for the Russian 5-foot gage railroads, 
and that this equipment was offered to the Panama Railroad at a very 
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attractive price, but was refused. We do not know what disposition, 
if any, was made of this equipment. 

There are three ways that standard gage equipment from the States 
can be utilized on the Panama Railroad: 

(a) The most expensive method is to purchase complete new trucks 
on which to set the car bodies, at a cost of approximately $2,800 per 
car. 

(6) By converting the trucks that we already have on hand so that 
a standard car will fit, at a cost of approximately $140 per car. This 
would consist of relocation of the side bearings and support center 
pin, modification of spring plank, and teardown and rebuild of trucks. 
At present we have approximately 60 car sets of trucks that can be 
used for this purpose. 

(c) By converting the standard trucks to the wide gage by the use 
of dished wheels, each of which has to be dished only 1% inches. The 
cost of this would be: 

Wheels, freight, steel, new, approximately $40 to $50 per wheel, total per 
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Mr. Aten. What do you mean by the w a ‘dished’’? 

Mr. Danten. Shaped like a dish. The axle is inset a little bit and 
the flange is out 1% inches. 

Mr. ALLEN. Move the wheel on the axle? 

Mr. Currr SANDERS (carman). The word “dish’’—is just shaped 
like a dish. The set of the wheel is in the same place as the original 
wheel was and more-dish to the wheel to set it out on the rail farther. 

Mr. AtLEN. Do you put the wheel on a lathe and cut it, or what’s 
the operation? 

Mr. Sanpers. The whole wheel is pressed off the axle and a new 
wheel is pressed on. 

Mr. Auten. A new wheel then? 

Mr. Sanpers. Yes, sir. 

Mr. Danrev. During World War II when the railroad was handling 
so much gravel and it was necessary to have extra shifts at the Gamboa 
gravel plant and extra railroad crews to handle only gravel, the rail- 
road was unable to supply sufficient railroad cars to Frederick Snare 
Corp., who at that time had a contract to fill in the gap in the Cristobal 
breakwater. This company imported 25 air-dump cars of standard 
gage and the Panama Railroad car shop converted these cars to the 
Panama Railroad 5-foot gage by the simple expedient of removing 
the standard-gage wheels and replacing them with dished wheels. 
This method proved very satisfactory as well as economical; and at 
the completion of the contract, Frederick Snare Corp. shipped their 
cars out. 

In addition to the transportation of Company/Government freight, 
there is also the problem of transporting the thousands of passengers 
who travel each year on the Panama Railroad. Take for instance the 
last Republic of Panama holidays, which is a good example. The 
following passengers traveled by train: 
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Date 1st class 2d class Total 
ee ek eA eee a oe eee 869 | 1, 729 2, 598 
Mee SL jock Kee a Pee eee ee eee 533 | 3, 400 3, 933 
MOG. os sicces I a ee ee Ee 333 2, 074 2, 407 
Bi nttiiciiadhudueek on £52 i ht diedaboniebie deans 1, 735 | 7, 103 8, 938 


This count of 8,938 passengers for 3 days does not include the hun- 
dreds of children under 5 years of age who travel free on the trains. 

These passengers were accommodated with a minimum of effort as 
the Panama Railroad has 22 first-class passenger coaches with a 
seating capacity of 1,496; and 13 second-class coaches, seating capacity 
1,339, or sufficient coaches to seat 2,835 passengers at one time. It 
would require 70 buses to have the same seating capacity, at 40 pas- 
sengers to the bus. On these holidays there are celebrations and 
parades at specified times, and it is necessary that the passengers 
arrive in time for these functions. They cannot wait for buses to go 
back and forth across the isthmus to transport them over a period of 
an entire day. 

Many American women are afraid to go into the Republic of 
Panama by themselves even in the daytime, because of purse snatch- 
ing,etcetera. Andmany American menand women tell us that they are 
afraid to drive in the Republic of Panama, let alone cross tae isthmus, 
as there have been several robberies, children throwing rocks at cars, 
loose stock on the highway; not to mention the habit so common 
among Panamanian drivers of stopping on the highway (many times 
on a curve or just over the crest of a hill) to repair tires, pick up pas- 
sengers, or just to talk with a friend. Should the railroad be aban- 
doned and the Canal Zone trucks and buses handle only official pas- 
sengers and freight, how are the Americans going to cross the isthmus? 
We believe there should be some safe means of regular commercial 
transportation whereby Americans can cross the isthmus under 
American jurisdiction, and we know of no better or safer way to 
accomplish this than by the Panama Railroad. 

During the last few years the railroad unions have been instrumental 
in making what few constructive changes have been effected in the 
operation of the Panama Railroad. The conductors and engineers, 
who are all United States citizens, are even working at substandard 
wages and working conditions (according to United States standards) 
in order to keep the railroad running. However, we feel that the 
unions should not have to be constantly prodding management to 
keep the railroad up to date. It appears that the lack of interest, on 
the part of management, in the successful operation of the railroad is 
part of the plan to discredit the railroad and justify abandonment. 

Piggyback service could regain some of the lost revenue to the 
Panama Railroad. The railroads in the United States have increased 
their business considerably by what is known as piggyback operations; 
1. e., the hauling of trailers by flat car over the railroad. A yard- 
master of the Panama Railroad approached an operating official of a 
trucking firm in Panama about hauling their trailers piggyback and 
received an enthusiastic answer. He then told his superiors on the 
railroad. On May 20, 1955, the union representatives took this sub- 
ject up with the Company, but apparently no consideration has been 





66 PROPOSED ABANDONMENT OF PANAMA RAILROAD 


given to this source of revenue since the railroad tariff still does not 
carry a piggyback rate. The trucking firm in question has approxi- 
mately 70 trailers and only 5 tractors (with 1 on order) to pull them, 
which means they could utilize the railroad service to take their 
trailers back and forth across the isthmus to a great advantage if a 
reasonable rate were charged for this service. 

On the Southern Pacific in the States, it takes only 3 minutes to 
load 1 trailer and 48 minutes to load 8 cars, 2 trailers to a car, and they 
are ready to roll. The scheduled freight trains on the Panama Rail- 
road are not carrying capacity tonnage and could provide this service 
with only a slight additional cost for fuel oil, as has been shown above. 

Mr. Garmatz. What is the pay of the railroad man compared to 
the States, or does he get the 25 percent differential? 

Mr. Danrex. No, sir, we do not. 

Mr. Garmatz. Do not get the 25 percent? 

Mr. Danret. The way we figured it, Mr. Chairman, we do not, 
according to our standards of work. In the States, a railroad man is 
paid by the work he performs, 100 miles or less, or 8 hours or less as 
a day’s work. I believe that’s being brought out in the Adamson law. 
Then, for additional work on top of that they are paid extra com- 
pensation. Here they take the amount of money that’s paid for 
straight-time work and multiply it by your hours and you get—have 
a very complicated formula to bring out that. 

Mr. Garmatz. What does an engineer get a year, roughly, compared 
to the States? 

Mr. Dantev. Base rate here is approximately $6,968 a year. And 
the ICC came out in the paper the other day, and I believe it was— 
for passenger engineers it was $8,000—the average in the States. 

Mr. Zincke. Average in the States? 

Mr. Danrex. According to the ICC. 

Mr. Zincke. Yard? 

Mr. Dante. Yard was over $6,000. 

Mr. AuLeNn. May I ask what the rate is based on, as far as stateside 
comparison? 

Mr. Dante. A very complicated formula that you have by using 
the ICC sheet and excluding certain things out of it. 

Mr. ALLEN. Do they attempt to take a United States-rate and fix 
it for the Panama Canal and add 25 percent? 

Mr. Munro. The formula, as was stated, is a very complicated 
formula. Wages and hours are taken from a form published monthly 
by the Interstate Commerce Commission known as ICC Form 300, 
to arrive at an hourly wage for a hypothetical railroad employee in the 
United States. The 25 percent recruitment increment is added to 
that hourly rate to form the basic rate of pay for the Canal Zone. 
Administrative differentials are added to this basic rate for the various 
positions on the Panama Railroad. 

Mr. Auten. Thank you. 

Mr. Danrev. Piggyback service could also be used by the Panama 
. anal Company for its freight destined to places not having railroad 
facilities. The 41 50-ton steel underframe flats that are at present 
up for scrap could be used for this service without any capital in- 
vestment. 

We have tried to get a rate to piggyback. We believe it would be 
practical here. That the unions took up with the management and so 
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far there is no piggyback rate. The trucking companies seem enthusi- 
astic if they get it at a rate that would seem satisfactory. This 
company in Panama, I understand, has 70 trailers with 5 tractors to 
pull them, which shows they could use our piggyback service to a very 
great extent. We could accomplish that by using the equipment that 
they plan to scrap, as we have 41 50-ton steel underframe flats that 
could be converted into piggyback service. The charge or the cost of 
taking it across the isthmus, outlined above, would just be a matter 
of fuel oil, because the others are stationary. According to the 
Southern Pacific, it only takes about 3 minutes to load a trailer 
onto a flat car for piggyback service. 

Another change that would be conducive to more business for the 
railroad would be to schedule both passenger and freight trains to 
meet the convenience of the shippers and passengers. Schedules 
could be so arranged that official passengers would have the maximum 
time to transact Government business without requiring excessively 
long waiting time on account of train schedules. Likewise freight— 
especially commissary and cold storage—could be transported and 
spotted at the desired destinations at the most opportune times. The 
unions fail to understand why freight loaded at Cristobal after 3 p. m. 
usually is not spotted in Panama City or Balboa before noon of the 
following day. 

Also, prior to completion of the Transisthmian Highway in 1942, 
tracks were installed and laid out so that the railroad could deliver to 
central warehouses of all divisions of the Company. These tracks 
are still in place, and the same service could be accomplished now as 
before the completion of the highway. 


ECONOMIC VALUE OF RAILROAD TO PANAMA 


The Panama Railroad is an asset to Panama’s economy. It pro- 
vides safe, dependable, economical transportation to the Republic. 
Fair competition is a healthv factor in any economy. It precludes the 
possibility of monopoly, and in general acts as a bolster to the well- 
being of Panama. 

Approximately 350 local rateemployees of the Panama Railroad would 
lose their jobs if the railroad were abandoned, which would add to the 
already serious unemployment problem in Panama; and Panama City 
would doubtlessly lose a large percentage of her tourist business that 
now travel by Panama Railroad. Many tourists would not consider 
taking a 100-mile sightseeing tour by bus or auto over a dangerous 
highway, especially if on short time. Tourists want comfort while 
traveling, at least the bare necessities—such as restrooms, ice water, 
and safety- —which the railroad offers and the buses and cars do not. 
Most tourists would confine their sightseeing to the locks at Gatun and 
possibly a trip to Fort San Lorenzo if the railroad transportation were 
not available. 

Were the railroad to furnish piggyback service, it would be a valu- 
able asset to the Panamanian trucking companies and not competition. 

Also a large volume of mail is carried for the Republic of Panama 
without revenue to the Panama Railroad or cost to the Republic of 
Panama. During the month of September 1955, there were 5 car- 
loads; and during the month of October 1955, 17 car-loads. This 
mail for years has been spotted on the Balboa team-track, since ap- 
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parently the Republic of Panama considers it unsafe to spot their 
mail on the team-tracks in Panama City. 


Terminal points of a railroad are considered vital to commercial 
cities in the United States. While Panama wanted the valuable land 
owned by the railroad in Panama City and Colén, it is inconceivable 


that the merchants and businessmen of Panama wanted to discon- 
tinue the railroad service. 


On June 6, 1955, the Star and Herald, a local newspaper published 
in Panama City, carried the following editorial: 
I will have that inserted without comment. 


Mr. Garmarz. Can you skip to page 31 without missing too much? 
Mr. Dante. Yes, sir. 


Mr. Garmatz. Reference to security and defense. 

(The witness presented to the chairman a newspaper clipping en- 
titled ‘‘Please Keep Railroad.’’) 

Mr. Garmatz. | think we have this. 


Houp Tuart Line! 


Howard E. Munro. legislative representative of the powerful Canal Zone Central 
Labor Union-Metal Trades Council, has appealed to the United States Congress 
for a thorough investigation on plans to abandon the Panama Railroad and re- 
place it with a new transisthmian highway. Cheers for the Central Labor Union- 
Metal Trades Council and Howard E. Munro! 

For once we who live in Panama and know its problems are able to raise a voice 
of approval of the CLU-MTC stand—not that we have not often secretly agreed 
with the Canal Zone labor organization’s efforts in behalf of their local labor prob- 
lems. As a matter of fact most of these problems affect Panama directly or in- 
directly. Nevertheless, it has ever seemed indelicate for Panama spokesmen to 
meddle in Canal Zone problems, whatever they may be. 

But, in the Panama Railroad, Panama and all of its people have a special inter- 
est. The Panama Railroad was started long before the Panama Canal ‘‘became 
a gleam in Teddy Roosevelt’s eye. Its construction over a century ago brought 
the first real traffic to this isthmus. It was the first big employment project. It 
not only gave work to Panamanians but to vast numbers of foreigners called to 
complete the job. 

On its completion it brought travelers from eastern United States in a hurry 
to reach California’s E] Dorado and have a shot at the gold fields. It brought 
travelers from Europe and elsewhere seeking a short cut to the west coast of 
Central and South America. It brought wealth and opportunity to an area which 
had lain forgotten from the days when the depredations of the buccaneers had 
killed all the trade between Panama and her neighbors of Central and South 
America, to say nothing of that with Mother Spain. All that 
around through the Straits of Magellan. 
Old and the New Worlds was dead. 

The Panama Railroad was one of the great aids to construction of the Panama 
Canal which also brought new life to Panama, world trade and tourist traffic. 
We cannot see that it could be replaced by a new Canal Zone highway, not even 
with the aid of the Boyd-Roosevelt Highway. Note the number of Panamanians 


traveling daily over the railroad—also the many tourists. These people pay 
their way. 


trade was routed 
Panama as a trade route between the 


Assuming that it is a financial loss, careful reorganization of rates, passes, and 
schedules might reduce the loss. Furthermore it is an added defense measure. 
A lot more troops can be transferred faster by train than by truck. 

Imagine an area as large as the Isthmus of Panama without a railroad. True 
there are United Fruit Co. railroads but they carry bananas. There is occasion- 
ally an operative railroad in Chiriqui though we hear less and less about that. 

Lastly, there is the employment problem. 
would be jobless, 
closed down. 

Panama simply would not be Panama without a Panama Railroad. It is a 
venerable institution. The United States is investing many millions around the 
world today to keep up morale and buck communism. The comparatively small 
figure in the red today seems a small price to pay for the goodwill the railroad 


Some 90 United States rate men 
together with an estimated 200 local raters were the railroad 
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means to Panama, With a little clever streamlining that might even be rectified 
and the balance would no longer be red. 

On June 7, 1955, the same newspaper published the following article 
on its front page: 


RP Envoy CovunseEts AGAinst ScrapPpiInc PRR; Hearincs Set 
By Stanford Bradshaw 


WASHINGTON, June 7 (AP)—Panamanian Ambassador J. J. Vallarino said today 
he had counseled United States authorities against abandoning the Panama 
Railroad. 

Vallarino was questioned about plans, to abandon the railroad and build an all- 
Canal Zone highway as he came from a 20-minute conference with Assistant 
Secretary of State Henry F. Holland. 

The Ambassador left the conference carrying several copies of President Eisen- 
hower’s message to Congress presenting the new treaty with Panama for con- 
firmation. 

Vallarino indicated that the treaty was discussed briefly along with other 
matters. 

He said he thought a new transisthmian highway would be a ‘‘very good thing,” 
but added that he had warned United States officials on the railroad: 

Don’t scrap it—keep it. 

The spending of a few thousand dollars a month to keep the railroad in opera- 
tion, he said, would not unbalance the United States budget. 

The Panama Canal Company has indicated to Congress that it would like to 
abandon the railroad—in need of heavy capital replacements—and build a 
highway. 

It reportedly has estimated the cost of the highway as between $9 million and 
$15 million. Opponents of the move say the cost might run as high as $30 
million. 

MISCELLANEOUS 


There is considerable controversy in the United States about hauling 
high explosives by truck over a highway. The railroad is set up to 
handle these high explosives from a special dock to the different 
magazines across the isthmus with a minimum of danger. The trucks, 
we believe, would create a maximum danger in the handling of 
explosives, of which 63 cars have been handled since January 1, 1955; 
and in a national emergency, this volume would increase greatly. 

During World War II, tires and gas were scarce; and it is to be 
expected that in case of another war, the same condition would exist. 
The Panama Railroad handled the emergency in World War II without 
tires and gas. 

During January and February 1955 the Panama Railroad hauled 
52 large, glass-lined tanks that trucks refused to handle because of 
fear of breakage; and on November 19, 1955, the railroad transported 
a 38-ton boiler that the trucks would not haul across the isthmus. 

Any lift on the docks weighing over 6 tons is required to be set on 
flatears, as the docks are not equipped to handle anything weighing 
over 6 tons. During World War II, many times there were over 100 
cars in the vards with heavy lifts on them waiting for ships to come 
in to pick them up. 

On November 25, 1955, the commissary at Mount Hope had 43 
boxcars spotted and 4 boxcars were held in the yard because there was 
not room at Mount Hope for them. For 2 weeks prior to that date, 
there were from 30 to 45 cars under load daily for the commissary. 

On the same date, November 25, there were spotted in Panama 
City 53 boxcars, 18 flatcars, and 7 refrigerator cars under load; at 
the same time there were 7 boxcars and 5 flatcars under load in 
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Balboa yard because of lack of room on the Panama team tracks. The 
capacity of each car is from 80,000 to 100,000 pounds, which amounts 
to a terrific amount of cargo. These cars are being used as ware- 
houses for material and merchandise from the docks and are unloaded 
at the convenience of the consignee. If this could not be done it 
would create a tremendous problem, as cargo would soon pile up on 
the docks, interfering with the loading and unloading of other ships 
and resulting in additional expense for rehandling and overtime to 
get the cargo put in warehouses. 





. 
: 
; 
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SECURITY AND DEFENSE 


It has recently been stated by the Army spokesmen that the Panama 
Railroad is of no defense value; however, in 1952 the Defense Depart- 
ment wanted to keep the railroad. What changed their minds? 
What were the background statistics and reasons given at that time 
for keeping the railroad? Aren’t the reasons for keeping the railroad 
the same now as they were in 1952? 

During World War II in Europe, the Philippine Islands, Japan, 

etc., one of the first things done upon occupation of those countries 
was to rehabilitate the railroads and put them back into operation. 
Why then should the Panama Railroad be abandoned now and the 
roadbed used for a highway, which would preclude the possibility of 
rehabilitation of the railroad at some future date when it may be 
realized that a serious mistake has been made? 

If the old standby, the Panama Railroad, were not present to fall 
back on in case of emergency, it is believed that the Armed Forces 
would have to double their present motor equipment in order not to 
be caught short in case of an emergency. 

We believe that if the military services were required to pay their 
proportionate share of the cost of operating the railroad and if any 
railroad services utilized by the respective services were deducted 
therefrom, that it would be a fair and satisfactory arrangement for all 
concerned. 

The Acting Comptroller General of the United States made the 
following recommendation in report of audit of Panama Canal Com- 
pany and the Canal Zone Government, for the fiscal year ending 
June 30, 1952 (see H. Doc. 207, 83d Cong., 1st sess.) : 

Consider making an agreement with the Army whereby operating losses of the 
railroad will be paid by the Army. The Army may need enabling legislation and 
appropriations to pay this loss. At present the Army hauls almost all of its 
transisthmian freight by truck but objects to abandonment of the railroad because 
of its possible use as a defense facility. 

All indications are that this recommendation may have caused the 
Army to so abruptly reverse its position relative to the defense value 
of the Panama Railroad. 

The safety of the Panama Canal is of vital importance to every 
nation in the world. The possibility that the canal could be closed 
is a real and dangerous threat hanging over us at all times. There 
are several ways that the canal could be closed. While slides are the 
most imminent danger, there is also the possibility of a ship hitting 
the bank and sinking in the cut, thereby blocking traffic; or a ship 
could ram one of the locks, putting that set of locks out of commission; 
to say nothing of sabotage or military action. 
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Former Governor Thatcher has stated: 


The railroad should be regarded as insurance against a possible disruption of 
Panama Canal traffic by landslide or other emergency It would then be indis- 
pensabie of large-scale transportation across the isthmus 

General Steese, former engineer of maintenance for the Panama 
Canal, stated: 

If slides should close the Panama Canal, no highway could meet the needs, and 
the railroad would be absolutely necessary. In World War II, we could not have 
fought the war without that railroad. 

The Panama Railroad could meet any emergency with the maximum 
of efficiency. All cars, such as dump, stock, refrigerators, boxes, 
flats, and gondolas could be put into service and 1,300 tons taken 
across the isthmus at one time in 1 hour and 5 minutes. We have 
sufficient cars to transport over 19,910 tons by just one loading of 
each car. This does not include the passenger cars, mail cars, baggage 
cars, cabooses, tanks, etc. If more cars were needed, they could be 
obtained from the New York Central, the Pennsylvania, the Baltimore 
& Ohio, or other railroads in the United States, and put on our 5-foot 
gage trucks in the Canal Zone with only slight cost and time con- 
sumed, as explained before. The Panama Railroad would be real 
insurance in case of an emergency and well worth the cost of main- 
taining it. 

It is the duty of the United States Government to see that nothing 
at any time impedes the smooth and efficient flow of world commerce 
at this strategic point. 


RAILROAD EMPLOYEES 


Many of the employees have devoted a large part of their lives to 
the service of the Panama Railroad and have acquired valuable 
seniority rights in connection with their employment, which cannot 
be transferred to any other railroad in the world. Any abandonment 
of the Panama Railroad, which has been in operation for over 100 
years, must take into consideration the human angle. 

Mr. Munro. We requested negotiation and an agreement similar 
to ones in the States for protection of employees and received a 
“No’’ answer. 

Mr. Daniet. A list of the 91 United States citizens employed by the 
Panama Railroad as of March 3, 1955, was included in hearings before 
the subcommittee of the Committee on Appropriations, United 
States Senate, 84th Congress, Ist session, on H. R. 6367, and is 
included herein for the record, together with changes that have oc- 
curred since that time. 
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OF PANAMA 


Employees of Panama Railroad 


Name 


John Morton... 
Joseph H. Michaud 
Howard Anderson 
R. 8. Wood 
Vicente Alfaro 
F. H. Hodges. 
Lyman Jackson 
B. W. Mcintyre. 
Harry Akers... 

J. Conklin, Jr 

C. B. Mcilvaine-- 
George H. Egger 
J. F. Dougherty 
John W. O'Connell. 
Henry C. Hotz 

R. T. Conley 

G. L. Neal 

Otis M: Ramey 

H. W. Rose_- 

E. N. Stokes 

8S. J. Deavours 
W.J. Rose... 

C.J. Williams a 
Ralph H. Walker. -- 
Harold E. Chambers 
J. A. Dorsey 

R, L. Davis 

G. J. Herring : 
Frank MeOuiness 
T. V. Kelly. 

R. C. Daniel_- - 
Raymond M. Schneider 
Robert Ward... 

F. L. Wertz 

Hobart V. Butler 

D. R. Brayton_ 

J. F. Frensley, Jr 

D, Shelton ; 

Fred Campbell... 

Jessie Crawford 

Erret R. Albritton 

H, T. Tettenburn 
Bernard Dorfman _. 

C, T. Smith 

I. A. Price 

Cliff Sanders 

F. J. Busch_- 

F,. A, McGuiness 

Wm. H, Hyde 

Spencer Smith __...-.- 
Xenia de J, de Bermudez 
William R. Byrd 

R,. E. Rogers __- 

Walter Robison 

Carl W. Warner 

W. D. Goodwin 

David G. Peters 

Harry W. Moist 

Earle Johnson 

James J. Beleourt 
William R. Graham 

H, G. Martinez 

Roscoe Burgess 

Robert B 
Quincy Limber 
Albert Pope 
William H 
A. B. Rigby 
Dalton Cypert 

Irwin K. Meier 
Theodore C. James 
Marguerite 8. Tribe 
Jack Scott 

Raymond E, Thompson 
T. P. White 

Ethel J. Bensen 
Carmen H. Massot 
W.J. C. Fusselman 


meee vers 


Anderson 


‘ Includes military service. 





Age Position 
51 | Locomotive machinist__............--- 
eS a i 
59 | Lead carman pia eercenae 
48 | Superintendent, signal engineer - - 
50 | Labor foreman..-__......--.-- é © 
48 | Locomotive engineer -......._....----- 
56 | Machinist ad ai chien 
59 | Locomotive engineer ee 
53 | Foreman, car section...........-..-.-- 
ie oe I ok oh care wctimarnnstocoaaresiveore oe 
52 __do (eke lecedehen in cabelas 
EE EE 
53 |_- do_. Cee a tale cstletchinctwie qiasialsss 
55 | Master of transportation - -- nonce 
ee ne cw aemsaien 
43 | Locomotive engineer -.__-.-_--- iciet 
BU SO eee ee sadicumddiae 
ny II Sle ep encc deny cee cence 
42 | Locomotive engineer ............-....- 
57 | Superintendent, railraod .._..-...-.-_- 
59 | Locomotive engineer -_.......-...-.--- 
49 | Machinist, diesel pier dba imitate 
43 | Locomotive engineer -__.-.......--...- 
56 | Clerk (stenographer) ...............-.- 
49 | Locomotive engineer. _..............-- 
Rh eee ees 
ik, 3 a in ema wea 
3 |.....do Ek ll oleh was ie asedeeill oe eeinietees 
OP 2) ee NES. 62... coche gncnusiciing 
53 | Locomotive engineer._.....-_-- x 
rr eee oad 
45 | Locomotive, electrica]_.........-.----- 
AL a a 
37 | Locomotive engineer _. 
58 Train dispatcher__ 
35 | Yardmaster_ 
34 | Locomotive engineer _-_ Licccm 
Gn) § SA EL. 3. ccicapwentinlaenanibaans 
54 _do . J ‘ 
53 | Track foreman __ 
51 | Chief train dispatcher 
43 | Locomotive pipe fitter awe ee 
39 Superintendent, freight traffic officer 
55 | Conductor ioe i 
55 | Locomotive engineer __- 
49 | Car inspector z 
19 | Conductor 
35 _do_.. 
34 | Agent ; 
32 , Signal maintenance 
31 | Clerk-typist 7 
36 Clerical assistant, claims investigator 
57 | Locomotive engineer _. 
55 | Airbrake mechanic_- 
42. Track foreman _. 
56 Yardmaster 
56 | Locomotive engineer - 
56 Railroad machinist 
56 Carman 
52 Track foreman _. 
37 | Accountant 
53 | Conductor 
45 | Carman 
0 Agent operator_. 
55 _do 
4 Carman 
54 | Track foreman 
51 Conductor 
38 Carman 
52 | Agent operator . 
45 | Track foreman. eae ea 
46 | Cash accounting clerk (teller) -- 
49 | Carman i 
33 Locomotive electrician 
50 Signal maintenance 
26 | Clerk-typist abe 
28 | Freight traffic clerk (typist . 
40 Conductor. -.-. 


RAILROAD 


Panama 
Railroad 
service 


19 
19 
19 


19 
19 


18 
18 
18 
15 


16 
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10 
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Employees of Panama Railroad—Continued 


lotal 
I i employ- 
Name Age Position Railroad | ment on 
service Canal 
| | Zone 
J. A. Vowell eee 40 | Conductor... . : seas ; 3 
John Allen ‘nua eiid ee : ; 49 | Carman ae ; 2 2 
eG a aS a Se a 43 Locomotive machinist l 2 
F. M. Johnson........- TEES 42 | Conductor l l 
C. N. Sammons.--------- ; 40 | Locomotive engineer ] 1 
John L. Barrier as ee Sok 37 | Train dispatcher and agent operator l 1 
Pp CS RR REE eee 31 | Conductor ] 1 
Bruce M. Morrow. .-.-_-.--.--- . 30 | Locomotive machinist l ] 
Earle Axmacher a eee 31 | Carman.._.-. l 1 
Ross Pase ; iran bad ; : 30 do : i i 4 
cies SE 61 | Roundhouse employee a 
i ae I ne Y ioe oie do 
Edward Piletskey_..._.-- tll es do 


Note.—Since Mar. 3, 1955, the following changes have occurred: 


3 men have retired: Howard Anderson, D. Shelton, and F. X. Boland 

5 men have resigned: H. W. Rose, T. C. James, Jack Scott, Raymond E 
1 man transferred to Locks Division: Charles F. Carden. : 

1 man died: Fred Campbell. 

1 new man hired: Darwin E. Pope (roundhouse machinist). 


CThempson, Earle Axmacher, 


Mr. Munro. Many of these employees are over the normal hiring 
age for employment on railroads in the United States. A breakdown 
of age and service of the employees, taken from the above list, reveals 
that there will be considerable hardship among these employees if 
abandonment of the Panama Railroad is recommended by this 
committee, unless provision is made for their protection. 

On March 4, 1955, a survey of the 91 emplovees of the Panama 
Railroad indicated that: 


Employees having 30 years’ service or over on the Canal Zone_--~_------ 4 
Employees having between 25 and 30 years’ service on the Canal Zone__- 6 
Employees having between 20 and 25 years’ service on the Canal Zone__- 14 
Employees having between 15 and 20 years’ service on the Canal Zone 19 
Employees having 15 or more years’ service ‘ 43 
Employees having 14 years’ service - ; : 9 


Employees age 60 years or older 

Employees between 55 and 60 years of age : 2 
Employees between 50 and 55 years of age ee | 
Employees between 45 and 50 years of age l 


ide “IDO CO 


Employees age 45 years old or older_____--_---- 56 
Employees age 44 years old__--_- ieaec=d ; ; 0 


The Interstate Commerce Commission, which has been designated 
by Congress as the United States Government regulatory agency in 
matters pertaining to interstate commerce, requires that two condi- 
tions be met before a certificate is granted for the curtailment or 
abandonment of the services of a railroad, namely, that the present 
or future public convenience and necessity permit of such abandon- 
ment or curtailment; and protection is afforded the employees 
adversely affected by such curtailment or abandonment. 

The United States Supreme Court has ruled that the Interstate 
Commerce Commission has the right to require these conditions 
(Supreme Court of the United States No. 233, October term, 1941). 

We believe the first condition has not been considered by the 
Panama Canal Company, since in their estimates they have excluded 
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everything but the official freight and passengers. With reference to 
the second condition, the railroad unions wrote to General Seybold, 
president of the Panama Canal Company, requesting that— 

* * * consideration be given to formalizing an agreement between the Panama 
Canal Company and the unions representing railroad employees to provide, in the 
event of a curtailment of service, severance pay for all employees of the Railroad 
Division, in accordance with the long established railroad practice. * * * 

And received the following answer dated October 4, 1955: 


I have received your letter of October 1, 1955, requesting that consideration 
be given to formalizing an agreement between the Panama Canal Company and 
the unions representing the Panama Railroad employees, providing for the pay- 
ment of severance pay in the event the railroad is discontinued. 

The effect of the proposed discontinuance of the railroad upon the employees is 
being given very careful consideration by the Board of Directors and management 
of the Company, with a view to assuring that the employees receive all benefits 
and assistance authorized by law for Federal employees in such case. However, 
the Panama Canal Company, an agency of the United States Government, cannot 
undertake to enterinto an agreement with the employee groups on this subject. 


We believe the aforementioned letter from the President of the 
Panama Canal Company is evidence that it is absolutely necessary that 
any order which may be issued to abandon the Panama Railroad make 
appropriate provisions, through a negotiated agreement or legislative 
enactment, to provide sufficient financial protection for all of the 
railroad employees that would be affected by such abandonment. 

Government agencies can and do enter into agreements with their 
employees; for example, the Alaskan Railroad, TVA, and the Bureau of 
Reclamation have agreements with their employees. If the Panama 
Canal Company, a corporation, can enter into agreements with 
private contractors for painting, paving, building, etc. (as it does), it 
surely can enter into an agreement with its employees. 

In 54 Statutes at Large 906-907, Congress has established a positive 
policy that in case of the abandonment of a railroad, the employees 
will not be placed in a worse position with respect to their employment 
for a specified length of time. It also stated that notwithstanding 
the provisions of that act, agreements pertaining to the protection of 
the interest of the employees may be entered into between the railroad 
carriers and the duly authorized representatives of the employees. 

In 1948 when the Panama Railroad was reorganized under the 
Federal charter, $10 million of Panama Railroad funds were turned in 
to the United States Treasury to be held for emergencies of the Panama 
Railroad. (See p. 77, hearings, Committee on Merchant Marine and 
Fisheries, 84th Cong., Ist sess.) We feel that this money should be 
used to pay the employees severance pay in case of the abandonment 
of the Panama Railroad, based on the same conditions granted to 
railroad men in the continental United States, as directed by the 
Interstate Commerce Commission or as set forth in agreement of 
May 1936, Washington, D. C., which was entered into between the 
railroad unions and all major railroads in the United States. 

United States citizen, operating employees of the Panama Railroad 
are denied certain benefits because railroad men in the United States 
do not receive them. Therefore, we believe that it is only reasonable 
that they should receive the benefits that railroad men in the United 
States do receive. 

Since the United States Government is not a “do as I say, not as I 
do” government, and since through the Interstate Commerce Com- 
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mission it requires privately owned railroads in the United States to 
provide for their employees under certain conditions, it would follow 
that the same government should take care of its employees in the 
same way, under the same conditions. 


CONCLUSIONS 


1. That the Panama Railroad should not be abandoned because- 

(a) It is now operating at a loss only because of poor management 
and a well-laid and deliberate plan on the part of management to 
justify abandonment by diverting business through other channels. 

(b) It would be economically unsound to abandon a railroad worth 
$12,500,000 and to invest millions of dollars in a new highway, the 
construction of which would be extremely hazardous and of indetermi- 
nate cost, in order to transport only Company-Government freight 
and passengers. 

(c) The railroad can still operate without loss of either commercial, 
freight, or passenger business by relocating its passenger stations and 
freight facilities in the Canal Zone at convenient locations adjacent 
to Panama. 

(d) The railroad is essential to the economy and well-being of the 
Republic of Panama. 

(e) The railroad is vital to defense in case of emergency. 

(f) The railroad is the most economical, safe, and dependable 
means of transportation for the Panama Canal Company, Canal Zone 
Government, and the Republic of Panama. 

2. That should it be decided to abandon the Panama Railroad, the 
displaced employees should receive the same consideration and pro- 
tection that railroad men in the continental United States receive 
under like conditions; and that any decision to abandon the Panama 
Railroad should be made contingent upon the payment of severance 
pay to displaced employees of the Panama Railroad, as outlined 
above. 

RECOMMENDATIONS 


1. That the Panama Railroad not be abandoned nor the present 
service curtailed. 

2. That should this committee see fit to approve abandonment of 
the Panama Railroad, any authority for abandonment should be made 
contingent upon the payment of severance pay to displaced employees 
in accordance with the same conditions granted to railroad men in 
the United States, as directed by the Interstate Commerce Commission 
or as set forth in agreement of May 1936, Washington, D. C. 

Since the members of this committee have made an on-the-site 
inspection of the Panama Railroad facilities, and have actually seen 
the magnitude and completeness of the railroad installation, we feel 
confident you realize that the Panama Railroad is more than so many 
miles of track, it is the lifeline of the Canal Zone and the Republic 
of Panama. 

I appreciate the opportunity of appearing before you today to 
present these facts and our views. My colleagues and I will be glad 
to answer any questions you may have or to furnish any additional 
information you wish. 

Mr. Byrne. Mr. Daniel, did you work for a railroad in the States 
before you came here? 
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Mr. Dantet. Yes. sir. 
Mr. Byrne. What was your position? 
Mr. Dante.. I was a swi 


tchman in yard and a yard conductor. 
Mr. Byrne. 


Did you pay into the railroad retirement fund? 

Mr. Danteu. No, sir; that was before the fund was in existence. 
Mr. Byrne. Is that recognized down here? 
Mr. Daniet. No, sir. We have civil service. 

Mr. Garmartz. That must have been before 1947. 
Mr. Dantet. I left the Santa Fe in 1932. 
Mr. Byrne. In other words, if you lost your position, you’d have 


to go back to the States or try to find a position down here on the 
Canal Zone with less pay? 


Mr. Danreu. Yes. sir. 
Mr. Byrne. And would that be the same for the othe 

Mr. Dante. Yes. sir. 

Mr. Byrne. Most of these employees—railroad 
had railroad service in the States? 


Mr. Dante... I’d say yes, sir, most of them were qualified men in 


the States before they came down here. There are certain specifica- 
tions that they have to meet before they become a conductor. 

Mr. Byrne. And with the standards that now exist on railroads as 
to medical and physical condition. could most of these people pass a 
physical to be employed by the railroads in the States? 

Mr. Danrev. No, ‘sir, T don’t believe they could, sir: nor 
the age limit permit most of them to go back. 
the hiring age, and we could not take with 
which means we would have to start. at the 
and try to work our Way up again. 

Mr. Byrne. In other words, bein 

Mr. Dante. Yes, sir. 

Mr. Tumvtry. Just have one question. I asked you before about 
the Government agencies using the trucking instead of the railroad and 
you said that the Navy was doing it and didn’t know about the Army. 
But I see on page 32 of your testimony a quotation from the Acting 
Comptroller General, report of audit of the Panama Canal Company, 
that states: “Consider making an agreement with the Army whereby 
operating losses of the railroad will be paid by the Army. "The Army 
may need enabling legislation and appropriations to pay this loss. 
At present”’—that was around June 30—“At present the Army hauls 
almost all of its trans-Isthmian freight by truck but objects to 
abandonment of the railroad because of its possible use as a defense 
facility.”’ So, as of around the date of that statement (June 30, 1952), 
the Army was hauling by truck, not necessarily by the Panamanian 

Trucking Company, but was not using the railroad facility? 

Mr. Danrex. No, sir, they were not. 

Mr. Tumuury. Both Army and Navy, both of which could utilize 


the railroad and therefore perhaps make it self-supporting—neither of 
them do so? 


Mr. DanieL. That’s right. 
Mr. Auten. Mr. Daniel, have you ever given 
to the possibility of getting transfers back to so 
by the Government in the States? 
there are, I suppose, 15 or 20 mile 
and a variety of arsenals where ( 
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tained and operated. Would it be a subject worthy of investigation 
to endeavor to arrange for the right to transfer to some of those 
installations when wanted from down here? 

Mr. Dantev. We have considered it, talked about it considerably, 
but most of those places are already staffed; which means that you 
would have to wait for a vacancy. Most of them are civil service, 
which we do not have civil service protection here to transfer; and 
then they also have seniority, which means that you would have to 
start in at the bottom of the seniority list, possibly work as an extra 
man until such time as you could build up your seniority enough to 
hold a regular job. 

Mr. Auuen. We’re fairly expert at changing rules around here. | 
was wondering whether the system, if it were worked out, would be 
desirable from the standpoint of people down here. 

Mr. Dante. | think it would be very slow to try to place them 
when they already have their men who are established and working. 
We would have to wait until somebody died or resigned before you 
could even step into those positions. You would have to buck the list 
that is already there, and you’d get awfully hungry before you got 
work. 

Mr. Atuen. One thing that surprises me throughout this statement 
is that there is no mention of any cargoes being barged through the 
canal. Along the Mississippi, the railroads are protesting to the 
high heavens, or were, that the barge lines were stealing all their 
business. But I take it, from the fact that no mention is made, that 
no cargoes or freight are barged through the Canal? 

Mr. Dante. The only freight I know of that was barged lately we 
could have handled was from the Locks Division from Pedro Miguel 
to Gatun for this present lock overhaul. There was some barging 
then. 

Mr. ALLEN. When a barge is taken through the locks, is the pro- 
cedure the same as with a ship, requiring pilots and the use of the 
mules and so forth, and do the tugs go through and drag the barge 
along with that much equipment? 

Mr. Danteu. The tugs go through it, but as far as the regulations, 
sir, I’m not qualified to answer it. 

Mr. Dorn. I hope, Mr. Daniel, it won’t be necessary for the 
employees of the railroad to find other jobs. I’d like you to elaborate, 
if you would, on a statement that was given to me by some of the 
railroad employees, that some of the equipment—valuable equip- 
ment—has been ordered abandoned or put on surplus, or not to be 
used—I think some railroad flatears? 

Mr. Danteu. Yes, sir, there was a last order that we have on that. 
There was quite a good bit of it that was put up for scrap. We now 
have two 800-class engines that are in good shape as far as I know. 
They’re used infrequently, but they are still standby engines. They 
can be used in either the vard or on the main line. The equipment 
that was put into the storehouse here a while back was practically— 
well, some of it was new. 

Mr. Dorn. What equipment was it? 

Mr. DantEu. Well, there were drawbars—lI have a list of it in my 
testimony here that we skipped over. There were drawbars and things 
of that kind; that is, replacement parts that break. And it was 
usable equipment. In the month of October, there was between 
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80 and 100 tons of that equipment that was put into the scrap yard 
to be sold as scrap. 

Mr. Dorn. Who ordered it? 

Mr. Dante. I don’t know, sir. It came from higher up. 

Mr. Garmarz. Will the gentleman yield? You mean to say that 
there was a lot of new equipment arts that was sold for scrap? 

Mr. Danie. Yes, sir, that’s right. 

Mr. Garmarz. New replacement parts that were sent here for the 
railroad and that in turn were sold for scrap? 

Mr. Daniet. I don’t know if it was sold vet, but put in for scrap. 
This is a list of some of it. This is dated October, a note that one 
of the men gave to our men; ‘‘We found draft gears and yokes for the 
10,000-class boxcars; 50-foot flatcars, 100,000-pound capacity; refrig- 
erator cars; and 35-foot flatcars; journal boxes; a number of friction 
draft springs; roller side bearings; heavy arch bars for different cars; 
door fixtures, which I understand were brass, for refrigerator cars; 
door fasteners and things of that kind for a 19-yard Western.” 

Mr. Garmartz. I wonder if Mr. Dorn will withhold questioning 
until the Governor comes in. Maybe he could enlighten us why. 

Mr. Dorn. You mention on page 23 about various cars that have 
been ordered junked then reused. You mention that on page 23? 

Mr. Danin.. Yes, sir. 

Mr. Dorn. I have no further questions, if it’s in the testimony to 
be incorporated in the record. 

Mr. Danie. I understand that these two 800-class engines also 
have a lot of new parts that were put in as replacement parts when 
the engines were brought down that are included in the scrap, when 
they’re to be sold for scrap. Ill have to verify that. 

Mr. Dorn. No other questions. 

Mr. Garmarz. Thank you, Mr. Daniel, for appearing here. 

Mr. Danie. I appreciate the opportunity. 

(Five-minute recess. ) 

Mr. Garmatz. Hearings will come to order. Mr. Rigby. 


STATEMENT OF ARTHUR BRONSON RIGBY, LOCOMOTIVE ENGI- 
NEER; AND DONALD R. BRAYTON, YARDMASTER, PANAMA 
RAILROAD 


Mr. Riesy. I am Arthur Bronson Rigby, a locomotive engineer of 
the Panama Railroad, and my associate is Donald R. Brayton, a yard- 
master, and also of the Railroad. Mr. Brayton and I, in the develop- 
ment of the railroad case, have appeared informally before Mr. Gar- 
matz, Mr. Zincke, and Mr. Mumma of this committee; Commissioner 
Clarence Brown of the Hoover Commission; Earl Donnelly, counsel 
for the Bureau of the Budget; Daniel J. Flood, of the House Appro- 
priations Committee, and Kenneth J. Bousquet, staff member, Senate 
Appropriations Committee. We are submitting a joint brief which 
we hope will be of value. 

The proposed abandonment of the railroad is an essentially simple, 
but expensive undertaking. It would replace the railroad with a high- 
way across the Isthmus, and trucks to operate on it. The final costs 
of such a project are unknown, and any revenue to be earned therefrom 
is to all outward appearances nonexistent. 
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The present troubles of the Panama Railroad stem from an eco- 
nomic source, for there have been no complaints relative to the service 
it renders which have not, or cannot be rectified. It is continuously 
being assessed with bookkeeping charges that make the operation show 
a loss. This particular field of Government accounting is beyond the 
scope of the railroad employees, though it is well within the field of 
this committee’s investigation. 

The function of any transportation setup, auxiliary to the Panama 
Canal is to handle the personnel and supplies necessary to operate the 
canal. It should render a safe and economical freight and passenger 
service to Company-Government units, the Armed Forces, canal em- 
ployees, and the business interests and citizens of the Republic of 
Panama. It should be capable of rapid expansion to handle any emer- 
gency that may arise. This emergency might be damage to the canal 
or its locks, or it might be of a military nature. 

During the last war freight and passenger traffic increased 500 
percent between 1940 and 1942, reaching a peak in 1943. In 1943 
the railroad handled 1,146,899 passengers and averaged 10,000 tons 
of freight daily. This traffic potential is still maintained by the 
railroad. The railroad accepts any type of cargo and moves it from 
shipside to any military or Panama Canal distribution depot on the 
isthmus. Passenger movements of large groups are handled in the 
same expeditious manner. 

Accepting the given figures used by the Governor, the cost of the 
proposed highw ay and truck project, initially, would be $21,914,746, 
minus the recoverable scrap value of the plant. I arrive at that 
figure—use round numbers of $22 million. The plant, when it was 
turned over to the Panama Canal Company in 1951, was given an 
assessed value of $12,500,000, minus accumulated annual deprecia- 
tion. That makes it $11,500,000, the net value of the railroad. 
Add $9 million, the requested appropriation, plus $650,000 for truck 
and bus equipment, plus $180,000 for the survey—is my figure of 
$22 million: that’s initial cost of this project. Also to be considered 
are the fixed charges that this proposal must meet. A fair charge is 
the interest on the $9 million request. At 2 percent this represents 
$180,000 a year. Also to be included is an unknown amount for 
maintenance. The present Boyd-Roosevelt Highway across the 
isthmus averages about $180,000 per year for maintenance. Interest 
and maintenance charges alone then start this project with a $270,000 
per year expenditure. From whence then do the savings or profits 
come which make this investment justifiable. 

There is an alternative to building a new highway and that is to 
utilize the present Boyd- Roosevelt. Highway. There are several 
factors which must be given careful consideration before such a plan 
should be adopted. The present road is almost wholly within the 
Republic of Panama and is used under their jurisdiction. It is used 
by native local traffic, pedestrians of varying degrees of sobriety and 
car-consciousness, horses, cattle, and uncontrolled native chivas 
(busses). The accident frequency rate is high, and it is of light two- 
lane construction with a definite limit to the traffic load that it can 
carry. Reliable sources state that this limit is presently being 
approached. The highway is subject to slides and = been closed, or 
traffic restricted for varying periods every rainy season. In this 
connection it can be said that the railroad has not had a stoppage of 
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traffic since 1937—and then for only 24 hours. Furthermore. the 
railroad has not had a passenger fatality in the past 37 years. 

Railroad revenye (freight) has declined steadily during the past 
3 years for a multitude of reasons. A commercial trucking firm in 
the Republic of Panama, Terminales, S. A., has put a dent in revenue 
for they are handling approximately 3.500 tons of ex-ship through 
freight monthly. Another severe blow was the loss of refrigerated 
cargo consigned to the commissary cold Storage plant at Diablo. 
This loss was brought about through the purchase of refrigerated 
trailers by the commissary division. You might say they have one 
less now, They had a wreck which completely demolished a brand 
hew refrigerated trailer unit. Prior to this trailer purchase the raj]- 
road handled about 25 ex-ship reefer loads and an equal number of 
cars loaded with “argo consigned to retail stores on the zone monthly, 
Equally crippling to railroad revenue was the complete withdrawal 
of Armed Forces refrigerated shipments which are currently being 
handled by military refrigerated trailers. As there are rail facilities 
direct: from shipside to the cold storage plant, and when it is con- 
sidered that one railroad reefer will carry more than two refrigerated 
trailers, it is difficult to see why such duplication of Services was ever 
permitted, and from an economic standpoint, how its continuation 
can be justified. 

Overall] carloadings have decreased in the past several years because 
of a loss of cold-storage business, competition from trucks, a reduction 
of cargo arriving at the zone, the downward drop of construction 
work, and the shutdown of the Gamboa gravel plant. Boxcar load- 
ings, however, have not decreased and for the 2] weeks of the present 
fiscal year, the railroad has averaged 211.6 boxcar loadings per week. 
The Panama Railroad owns only 223 boxcars, thus 98 Percent of this 
class of rolling stock was under load during this 5-month period. It 
is considered wo) thy of mention here that of the 223 boxears in Service, 
approximately 70 Percent of them were depreciated out in 1929, 
With the exception of sixty 50-foot steel boxcars purchased in 1940, the 
railroad has had no addition to this Segment of their rolling stock. 

At the present time there js an acute shortage of boxear tvpe 
equipment due Principally to the heavy shipment of merchandise 
arriving at both Balboa and Cristobal. “As a result of these heavy 
shipments and because of the slowness in getting the Cargo unloaded 
from the cars. the cars are Serving as cheap Storage space for Canal 
Company and commercial consignees. Because of this boxcar shortage 
cargo has piled up on the piers and this pileup precipitates increased 
costs due to the necessity for rehandling the cargo. This rehandling 
of cargo could well develop into one of the most critical problems of 
the truck-highway Proposal and we consider it yet another manifesta- 
tion of unsound and shortsighted economy. 

The recent treaty with its memorandum of understanding between 
the Republic of Panama and the United States also bears on the rail- 
road and its well-being. It js understood that the Senate Foreign 
Relations Committee has hot ratified certain Provisions of the memo- 
randum that turns Over to Panama certain properties “among other 
things “Presently occupied by railroad installations. This memoran- 
dum provides that the railroad turn Over the freight house in Panama 
City, the Panama Railroad Station, the Colon Railroad Station, and 
certain parcels of land adjacent thereto. The Panama freight house 
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is the major outlet and distribution point for all commercial freight, 
while the two railroad stations are the terminal points of the railroad. 
Replacement on the Canal Zone of the terminal passenger stations 
would not seriously hamper passenger business. The replacement of 
the Panama freight house is a problem of much greater magnitude, 
if such becomes necessary. It could be that the freight house could 
be leased from Panama, or possibly utilization might be made of the 
buildings and land that presently serve the Tivoli commissary. This 
site has been selected because of its proximity to the CZ—-RP boundary 
and because it now has rail facilities making it an ideal spot for the 
delivery of cargo. 

Another aspect of the treaty and one which has heretofore gone 
unmentioned is the sharp curtailment which will be made in employees 
and personnel services on the Canal Zone. It is now anticipated that 
the Cristobal commissary and the Cristobal service center on the 
Atlantic side and the Tivoli commissary on the Pacific side will be 
closed due to treaty restrictions which limit the number of eligible 
persons entitled to the services offered by units of this type. In the 
face of such an impending reduction of personnel and services it would 
appear completely unreasonable to build a new highway and purchase 
freight handling trailers when the present railroad can, with good 
management, adequately handle any volume of business, either freight 
or passenger. 

In view of the foregoing it is strongly recommended that the railroad 
operation be re ‘viewed by a competent railroad operating executive 
from the United States. We can sincerely recommend a man familiar 
with the Panama Railroad who is now the president and general 
manager of a class I railroad in the United States. We feel that this 
man would need the authority of this committee to make his investiga- 
tiop covering all phases of this operation. His report and recommenda- 
tions would be of the greatest value. 

Might I say at this time—it might clarify your question, Mr. 
Mailliard, about the jurisdiction of the highway. In January of this 
year, at the time President Remon was assassinated, Panamanians 
showed what they could do with that highway. They stopped every- 
thing. Later limited traffic was allowed. 

Mr. Garmatz. For how long was the road actually tied up? 

Mr. Riasy. I will say 2 hours. They later permitted traffic to 
move but every car was stopped and inspected—looking for bombs, 
machineguns, what not. But they showed at that time what they 
can do about the jurisdiction of this highway. 

We would be glad to answer any questions of the committee that 
we are able to. 

Mr. Garmatz. Right at the last part of your statement, you 
mention about a man who is qualified to make a survey. Would you 
want to mention his name, or would you rather not mention the name 
of the individual you were speaking of? 

Mr. Riesy. The only reason for not mentioning 

Mr. Garmatz. He doesn’t happen to be a retired Army man, does 
he? 

Mr. Riesy. L. H. Kane, president and general manager, Utah 
Railway Co., Salt Lake City, Utah. He operated this railroad as an 
Army man under the jurisdiction of the Army—a real railroad man. 

Mr. Garmatz. Mr. Brayton. 
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Mr. Brayton. During the course of Mr. Daniel’s questioning, Mr. 
‘Tumulty asked several questions, one of which was if Mr. Daniel knew 
whether Terminales, 8. A. was able to handle all the freight if the 
railroad was shut down. The general manager of that outfit is a 
friend of mine, and I asked him that very same question; and he told 
me explicitly that they would not be able to, furthermore, that it was 
his personal sentiment that it would not be closed down. 

[ have something else—my point is this: if criminal neglect is to be 
defined as continued operation at a deficit, with the knowledge that 
that operation is continuing at a deficit, and proposals had been 
made to revise procedure so that the deficit would either be abolished 
or the service discontinued—if that constitutes criminal neglect, I can 
assure you that at the present time, and as late as last week, at an ex- 
pense of $210 to the railroad division, we used 10 refrigerated cars. 
Those cars were brought to Balboa and loaded with cargo for which 
we received 75 cents a ton. We received an estimated $8 per car for 
hauling that cargo from the Balboa piers to Panama City. That is 
proof that we are hauling cargo at under cost. 

Recommendations have been made by the superintendent of the 
railroad division and the master of transportation that those rates 
either be increased or the service discontinued. We lost approximate- 
ly $14.50 a car to move that cargo to Panama City, that is not economy. 

Mr. AttEN. Who was the consignee? 

Mr. Brayton. An assortment of consignees, commercial consignees 
and I mean business men in the Republic of Panama, if that answers 
your question. 

Karlier, mention was made of the Army taking over the handling 
of their own cold storage. There was reason for that. The Army had 
a multitude of claims each week against the railroad for spoilage of 
their cargo. The railroad management had done everything within 

its power to have refrigerated equipment replaced. Every year it was 
included in their budget. Every year it was rejected. Ultimately 
the Army withdrew from having us handle their cold storage. 

Mr. ALLEN. Does that mean that the ultimate decision was with the 
Appropriations Committee of Congress, or the Bureau of the Budget, or 
who? 

Mr. Brayton. No, sir; it was a local decision. 

Mr. Auten. Was the decision not to allow the money that was 
requested a local decision? 

Mr. Brayton. Mr. Allen, I will have to explain it this way: Each 
division here is asked to submit a budget annually, an outlay for 
capital expenditures. The division—and in this particular instance, 
the railroad division, through the master of transportation, submits 
this recommendation, which is passed on to the director of the trans- 


portation and terminals bureau, and the disposition thereafter I 
cannot account for. 


Mr. Auten. Thank you. 

Mr. Brayton. Reference was made also—and, Mr. Garmatz, you 
brought the question up as to why the commissary division started to 
handle their own stuff instead of shipping it by rail. 
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Mr. Garmatz. Does the commissary own these trucks, or are the 
trucks under another division? Are they Motor Pool? 

Mr. Brayton. | can’t answer that—although the trucks are sepa- 
rate from the motor transportation division in that they are labeled 
and painted with the commissary label and tag. I can’t define the 
ownership. 

Mr. Garmatz. You don’t know who owns the trucks? 

Mr. Brayton. United States Government; and therefore—and I 
can’t tell who is responsible for their maintenance. 

Now, you asked why we lost that service, and it unfortunately is a 
reflection on the railroad division. At that time when the commis- 
sary was having numerous complaints from residents from the Pacific 
side of the isthmus about late arriving in the commissary of bread and 
other staple grocery items, as well as cold-storage produce. The com- 
missary division, through their general manager—I don’t know how 
much higher up that went—wrote the railroad division asking them 
if they could not revise their train schedules to suit the packing sched- 
ule of the commissary division and also the cold-storage shipping sec- 
tion of the cold-storage division. Almost at that exact time, the rail- 
road division was undergoing their first throes of economy-mindedness. 
As a result of that, there was a reduction of train crews, a reduction 
of train service. And then the gentleman in charge answered that 
letter and said that he could not revise those train schedules to accom- 
modate the commissary’s request, as a result of which we lost the 
service. 

Mr. Garmatz. How close did those two things happen? 

Mr. Brayton. We were in the process at the same time. 

Mr. Garmatz. When you were undergoing that change then, the 
management had written, requesting revised train schedules—and a 
reduction in foree—on a certain day. And then what happened, how 
much time elapsed? 

Mr. Brayton. Four or five months. 

Mr. Garmatz. Had there been any opportunity or any plan at all 
to revise the schedule in that 4 or 5 months? 

Mr. Brayton. Yes, sir; there could have been. That’s why I said 
that with intelligent planning and a little consideration for the final 
effects of losing that business, we not only could have, but should 
have, revised the schedules. 

Mr. Dorn. When you say it’s the railroad’s responsibility, it’s 
merely the responsibility of the people who ordered the trucking in 
the first place. Isn’t it just a circle? I mean it’s the responsibility 
of the people who are responsible for the railroad. 

Mr. Brayton. If management means the people that give the word 
instead of those who listen to it; yes, sir. 

Mr. Tumutrty. I take it that you support what Mr. Daniel said 
that this seems to be something planned, about this loss of business? 
Not deliberately, not with criminal intent, but that someone has 
gone to work on the railroad? 

Mr. Brayton. It’s my contention that they have painted the rail- 
road with as black a brush as they can and give it a swipe every time 
they go by. 
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Mr. Garmatz. Mr. Tumulty, what do you mean, ‘‘going to work 
on it?” 

Mr. Tumvury. I mean that somebody’s doing a job on the railroad 
so that its operations will reflect a loss, when properly run it would 
reflect a profit. 

Mr. Dorn. Don’t you think that would be criminal, Mr. Tumulty? 

Mr. Tumvutry. It might or might not; depends on the intent, Mr. 
Dorn. I can see where somebody with a misconception, that was 
obsessed, might honestly and mistakenly do these things. But it 
borders certainly on neglect of duty. But I would prefer not to 
look upon it that way. The object here is to determine whether the 
railroad should continue to operate. And it may be these men are 
doing all this because they think it’s the best way to accomplish 
some other means of transportation. 

You spoke to a gentleman, head of Terminales, what’s his name? 

Mr. Brayton. Osvaldo Heilbron. 

Mr. Tumuuty. He said he does not have the trucks to carry all the 
freight that he would have to carry in the event that the railroad is 
abandoned and during the period when this new highway is to go 
creeping through the swamps—is that right? 

Mr. Brayton. Yes, sir. 

Mr. Tumutry. He also said to you that it wouldn’t close—is that 
right? 

Mr. Brayton. He hoped it wouldn’t close. 

Mr. Tumuuty. He’d rather it didn’t close? 

Mr. Brayvon. It was his own personal sentiments. 

Mr. Tumutty. He, too, felt that the railroad should be continued- 
because the coming of another highway might be injurious to his 
business? 

Mr. Brayton. Not necessarily, because he would get absolutely 
no competition from it. 

Mr. Tumuuty. Why did he hope it wouldn’t close? 

Mr. Brayton. He had several reasons, and one for the common 
good, one for the fact that he felt he could not handle all the com- 
mercial business. 

Mr. Tumut ry. Is it conceivable that if the new highway should 
ever come to some reality and if the Panama Canal Company was 
required to substitute trucks for a going concern—which they have 
now—that those trucks could be hired from independent contractors? 

Mr. Brayton. Certainly. 

Mr. Tumutry. Has there been any talk that this is the real plan? 

Mr. Brayron. No, sir; not officially; but rumors that going to 
contract everything else and no reason why they shouldn’t—— 

Mr. Tumuttry. No reason—there has been some testimony of 
contracting out. So conceivably some other company could be 
formed and could rent the trucks to the Canal Zone Company? 

Mr. Brayton. That’s right. 

Mr. Tumutry. Or an individual for that matter? 

Mr. Braron. That’s covered on page 17 of the Economic Report 
Mr. Daniel referred to. 

(Will be found in committee files. ) 

Mr. Brayron. Mr. Garmatz, you brought up the question of your 


visit to the Atlantic side, about the boxecars. The boxcars—for 
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your information, there have been 30 boxcars daily between this 
area for unloading, and they have emptied an average of 5 a day. 
They pay $1.50 per day per car, after the car is spotte ‘d alongside the 
unloading wall. While it is on any of the tracks in that area, the 
railroad gets absolutely no money. If that cargo was retained on the 
piers, where it rightfully should be, they would have to pay storage 
charges on it. In addition to the storage charges on the same cargo, 
the rehandling necessary would increase the expense of operation of 
the Terminals Division which is a part and parcel of the railroad. 

Mr. GarMATzZ. Suppose this thing were accomplished. How would 
the trucks get on the piers to load? I mean, you do not have enough 
space for handling trucks back and forth compared to 12 and 15 
railroad cars there. How could you operate as a yardmaster, if you 
were using trucks instead of cars? 

Mr. Brayton. I’d quit, because I couldn’t do it. And it can’t 
be done. And nobody else would do it either. 

Mr. Garmatz. I’mserious. I mean just how could you handle that 
amount with trucks? 

Mr. Brayton. You couldn’t conceivably handle it. That’s what 
my inference was—it would be impossible to handle it. Furthermore, 
that’s only a small portion to tie up railroad equipment. They 
average 70 to 90. 

Mr. Tumuttry. How many trucks does the Canal Company now 
have in existence—assuming the road was open tomorrow—how 
many trucks do they own or operate now, utilized to transfer freight, 
if it were not diverted to the Terminales Trucking Co. 

Mr. Brayton. I can’t tell you. 

Mr. Ricsy. May I| help out on that question a little. The Motor 
Transportation Division now has two 25-ton semitrailers. They lease 
that equipment with the driver for $13.50 an hour. 

Mr. Tumu.tty. So, so far we have a going railroad and, as opposed 
to it, we have 2 trucks and a projected $9 million to $30 million road, 
which doesn’t exist yet as an alternative for loss in the railroad. 

Mr. Ricsy. That’s the basis of the whole thing. 

Mr. Tumutry. Pretty fat pig in a pretty fat poke. 

Mr. Garmatz. You also mentioned what they would do with the 
freight in the dock area. 

Mr. Brayton. Before we started getting paid for our services, we 
used to average between 70 to 90 boxcar and flatcar loads in that 
dock area daily. In those cars and on those cars was cargo destined 
for other Latin American ports, Europe, and transshipment back to 
the United States. At the time that we decided to do something about 
our economic plight, we notified the Terminals Division that they’d 
pay us $1.50 for each car in the yard per day. Not long after that, 
the average dropped from 70 to 90 all the way down to between 6 
and 12. Cargo piled up on the piers as a result of that, but, fortu- 
nately, the cessation of the Korean war resulted in a sharp drop of 
inbound cargo. And the space in those pier areas was not as congested 
over such a long period as might have originally been the case. 

At the present the average is up to around 22 carsa day. We still 
only get $1.50 a car per day. And if that cargo was stored in the 
pier areas under the sheds, it would cost somebody a lot more than 
$1.50 a day. 
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Mr. Autuen. Mr. Brayton, what would you do with the car if the 
cargo were not on it? 

Mr. Brayton. Right now, Mr. Allen, they’d be a welcome addi- 
tion to our rolling stock. We are hard pressed for boxears. As Mr. 
Rigby stated, we have averaged 211.6 a week, and we only have 223 
boxcars. 

Mr. Dorn. Hasn’t somebody ordered these boxcars scrapped? 

Mr. Brayton. That’s the process now. We’re going to get rid of 
some more—we do not need them. 

Mr. Garmatz. I can see before why you said you were going to 
quit. 

Mr. Dorn. I think, for the purposes of the record, it wouldn’t show 
up sarcasm in your voice when you said ‘‘We don’t need them.” I[ 
think the record ought to show that actually you do. 

Mr. Brayton. I have answered all the questions that you have 
asked earlier during Mr. Daniel’s testimony, and I would like to 
mention—you brought up, Mr. Garmatz, about the road being closed 
last year—it was also closed on December 9 of last year just before 
they shot President Remon. At that time, some land slipped over 
there and blocked it; and in my capacity as yardmaster, I was called 
at home by the general manager of the Commissary Division and told 
to furnish him with all available baggage aqeeeent for the bakery 
and assorted merchandise to move on the 7 a. m. passenger train in 
the morning. We did that for 2 days. 

There seems to be a flexibility of management, particularly if it’s 
up at the high level. There are specific regulations in the Canal 
Company which state that there will be no exceptions made to the 
tariff regulations. I happen to know that several months ago, there 
were over a 100 tons of scrap bought by a firm, I believe from the 
United States, and when the purchaser of that scrap inquired as to 
shipping charges cost for the handling on the Panama Railroad, he 
was apparently misinformed. Somebody neglected to tell him that 
there would be a switching charge from the storehouse area, where 
the scrap was loaded, to the Balboa yard for shipment to Cristobal. 
That same person forgot to tell whoever does the billing not to bill 
him for that switching charge. As a result of that, he complained 
about the bill, and there was a big hassle as to what they were going 
to do about the switching charge. He refused to pay on the basis of 
this information. The charge was waived, and it’s now on the books 
that there will be no further switching charges on switching from 
the loading point for handling over the main line. 

Mr. Garmarz. Talk about this scrap surplus. I think you fellows 
have one thing to watch. They’re selling the cars on you, selling oa 
coaches and flatcars, so you’re going to wake up and find the track 
are gone. All be over in the junkyard with the other scrap. 

Mr. Brayton. We have a patrol for just that purpose; we're 
watching them closely. 

Mr. Garmarz. It’s a long stretch to watch. 

Mr. Brayron. In Washington, last June 

Mr. Tumutry. Do you know what is paid for this switching? 

Mr. Brayton. Switching charge—no other—$5 per car. 

Mr. Tumuury. By what ‘authority is that done? It was a legitimate 
charge which should be paid. Is there any pretense this was an 
authorized thing to do, or was it just done in violation of the regula- 
tions? 
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Mr. Brayton. A memorandum was put out superseding the tariff. 

Mr. Tumutty. This would support what Mr. Dorn said a little while 
ago—more now than just an incidental thing. 

Mr. Brayton. I would like to make an analogy here. Most of you 
have heard of this kind of thing before, but compare the plight of the 
Panama Railroad with an airplane loaded with cargo, or passengers, 
in severe distress. The first thing that the commanding officer of that 
plane does is start to jettison cargo to keep them up there as long as 
possible. This talk about abandoning the Panama Railroad started 
well over a year ago, but in that time, management—and I mean top 
level management- ‘has made not one single constructive effort to 
either reduce the expense of the Panama Railroad or increase their 
operating revenues. They did take out several hundred lineal feet of 
track. 

Mr. Garmatz. You mean try to jettison the load out gradually? 

Mr. Brayton. That’s what the pilot on the plane would do, but 
the pilot on this plane seems to be loading it down. 

Mr. Tumutty. You were telling me about this memorandum that 
said there should be no exceptions to tariff regulations. This scrap 
dealer got away with some switching charges, and then there was a 
superseding memorandum put out. What did that do? And how 
many other items being transported that aren’t paying their way? 

Mr. Brayton. That question was referred to the Transportation 
and Terminals Director, who was in an acting capacity at that time. 
I believe—I am not certain—that it was bounced back to the a 
house, and ultimately, in my capacity as yardmaster, I received ¢ 
memorandum from my direct superior telling me there would be no 
further switching charges on that type material. 

Mr. Tumuuty. This memorandum came from someone in authori ity 
setting it down as policy in intervention of what you understand to 
be the regulations of the canal that certain shipments, when it con- 
tains scrap, don’t have to be charged for? 

Mr. Brayton. Right. 

Mr. Byrne. This scrap is laid out to bids? 

Mr. Brayton. Yes, sir, advertised in the United States and locally. 

Mr. Tumuttry. How much does the switching charge amount to? 

Mr. Brayton. $5 acar. And I think it’s shipped on the main line. 
I am not an authority on rates but I am fairly certain it’s 10 cents a 
hundred pounds. We weigh the cars light, the car is loaded and bill 
the shipper for the difference. 

Mr. Tumutty. What was the name of the shipper? 

Mr. Brayton. The outfit was the Ferrator Corp. 

Mr. Byrne. Where are they located? 

Mr. Brayton. I couldn’t tell you. 

Mr. Tumuury. In the United States? 

Mr. Brayton. I assume that 

Mr. Tumutty. We don’t know yet. We are trying to find out 
what the facts are. If what you say is true it should be looked into. 

Mr. Maruurarp. There’s been some suggestion here—perhaps little 
more than a suggestion—that there was a plot more or less to sink 
the railroad, but am I correct in interpreting your comments to mean 
that you do not consider that the customers which have diverted their 
business elsewhere are part of the plot? In other words, in most 
cases, do they have good cause for being dissatisfied with the service? 
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Mr. Brayton. In the case of the Army and Navy, yes, sir; they’d 
justify on the refrigerated cargo. 

Mr. Mariuiarp. I was told somewhere during the last week or so 
that in the case of the Navy, they discovered that they could get 
better service at less cost by contracting a job to the trucking firm. 
You think that’s a fair statement? 

Mr. Brayton. In that particular, you are probably right, in view 
of the fact that the biggest Navy installation here at the present time 
is located on the west bank of the Panama Canal, to which there 
are now no railroad facilities. When the Navy did take shipment by 
rail they picked it up at the Navy supply depot right down here 1% 
miles from this building and had to make their hauls by truck. When 
they built the Miraflores bridge some years ago, they put railroad 
facilities in there, and it’s still there and extends to the territory 
which is considered the west bank of the canal. But it was never 
advanced as far as the naval station, or Rodman, I believe that’s the 
name of the place. 

Mr. Mariurarp. In other words, you can actually put cars——— 

Mr. Brayron. No, sir; the provisions are there for doing it, but we 
have never utilized those provisions. 

Mr. Mariuiarp. Could you? 

Mr. Brayron. That is—I’d have to explain a little bit about 

could.” We could if the track was gone over by our roadmaster for 
the area and verified safe; yes, sir, we could. 

Mr. Mariurarp. How much additional track would you require to 
connect with Rodman? 

Mr. Brayton. I would venture to say not more than 2 miles. 
And, incidentally, for your information, I also further understand that 
the contract the Navy had with this commercial outfit to haul their 
freight has been canceled due to the reduction of personnel in this 
area. There were 78 employees, I believe, affected and they will be 
affected on December 31 of this year in the Navy installations in 
the Canal Zone. As a result of that, plans are now underway to 
transfer all of the facilities from the west bank to Coco Solo, which is 
on the Atlantic side. And we, incidentally, had railroad facilities 
to the Coco Solo Naval Air Station to Coco Solo, C. Z., the submarine 
base over there and about 3% miles of that track has been taken up 
and sold for scrap. 

Mr. Tumutty. I understand that three times a week, barges go 
through the Miraflores locks to Gatun and that they are loaded within 
14 feet of the track. You know anything about that? 

Mr. Brayton. No, sir; but when Mr. Allen brought that point up 
arlier, that was verified by someone here who told me that is actually 
true. I believe that also is why they didn’t barge cargo through. 
The Marine Bureau here, who handles that type stuff, rents its tugs 
for approximately $75 an hour. In view of the fact that a transit 
from ocean to ocean, particularly with a barge-type transit, would 
take better than 8 hours, I would be willing to assume that it is not 
economically feasible to barge at $75 an hour. 

Mr. Tumvtry. I understand these barges have a pilot on them. 


Mr. Brayton. I couldn’t tell you if they do or do not. I assume 
that they do. 
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Mr. Tumutrty. If the Army and Navy all utilize the railroad, with 
your experience, ‘do you think it could be operated at a profit? 

Mr. Brayron. Absolutely. 

Mr. Garmatz. I asked for a list of the places that the facilities and 
all the spurs were when we went to—on our visit to the other—on the 
Atlantic side, and I’ve been served with a list of three pages full here. 
Going over them roughly, and I think there are 15 military installa- 
tions that are bei ing served by the railroad, the spurs, things of that 
sort. And what I’m counting is 1 in Corocal, where they supply 16 
different warehouses, Army supplies through the depot- -PX and so 
forth—one stop. Another place here, eight tracks in military, but 
they are serving printing plant, cold storage, abattior, coffee-raising 
plant, ice-cream plant, many other places—does cover quite a few 
places. It looks to me like the Army uses the railroad when they 
want to use it, at their convenience, just for their benefit; if it’s not for 
their benefit and convenience, the »y don’t see fit to use the railroad. 
The railroad extends to all these installations, where there are ammuni- 
tion dumps and all sorts of magazines. 1 was told the other day that 
one of these places could be reached only by rail. On the highway 
there is a bridge with a weight limit of 5 tons. 

Mr. Brayton. Present plans call for any abandonment of the rail- 
road to replace that bridge. 

Mr. Tumutry. Wasn't one of these spurs built as recently as 1954? 

Mr. Brayton. I think the one in 1954 cost $300,000 for that and 
$150,000 for the railroad trackage. 

Mr. Tumut ry. It is reasonable to assume that when the spur was 
built, that the Army minds at that time were convinced that the rail- 
road was going to be continued; else they would be building a spur to 
something going to be abandoned. 

Mr. Brayton. Right. 

Mr. Tumutry. Any talk of abandonment then? 

Mr. Brayton. No, sir; no talk of abandonment. There was talk 
of cutting down the services and reducing passenger trains. 

Mr. Tumutry. And still building these spurs. When did this first 
develop—the abandonment? 

Mr. Brayton. I believe it came to the foreground some time at 
the start of fiscal year 1955, say around early in July—because by 
October it had built into a real snowball—of last year. 

Mr. Tumutry. It was after this talk in 1955 all the instances you 
related about diversion of traffic, trouble with spoilage, and difficulties 
in meeting schedules—this all developed after that? 

Mr. Brayton. Army’s thought developed earlier than that. But 
the first remark about abandonment came from the Senate Appro- 
priations Committee hearings of 1953. 

Mr. Tumutry. And it was after that all these instances happened? 

Mr. Brayton. We have had particular trouble in getting our appro- 
priations or budget approved every time we ever asked for anything. 

Mr. Garmarz. I would like to insert in the record, a list of fac ‘ilities 
that are served by the Panama Railroad line. 

(The information is as follows:) 
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FACILITIES SERVED By PANAMA RAILROAD 
MAIN LINE 


Mindi Dairy (Panama Canal Company dairy) 
Mindi powder dock (special dock for handling explosives) 
Atlantic Depot (Army supply point for Atlantic side) 
Gatun locks: 
Upper level 
Middle level 
Lower level 
Gatun house track 
Gatun diesel spur (electrical division) 
Gatun Salvage Depot (industrial bureau) 
Monte Lirio siding (Mindi Dairy pasture stock loading) 
Frijoles team track (Smithsonian Institution biological area) 
Gamboa: 
Gravel plant 
Cerro Pelado (Army ammunition depot) 
Commissary 
Dredging division (area and docks) 
Team track 
Summit spur No. 1 (electrical division) 
Summit magazine spur (Canal Zone powder magazine) 
Madden Wye: 
Army supply and storage 
Medical supply officer 
Signal supply officer 
Drums of gasoline, storage, ete. 
Cerro Tigre (Army magazine), new track opened June 4, 1954 
Pedro Miguel locks, upper level 
Paraiso lead (maintenance division) 
Pedro Miguel house track 
Fort Clayton, CQM spur (Army supply) 
Miraflores locks: 
Upper level 
Lower level 
Diesel plant 
Overhaul shed 
Post of Corozal—Army warehouses Nos. 200, 201, 502, 521, 522, 523, 524, 527, 
530, 533, 540, 550, 711, 712, 727, and 740. (These are warehouse: for the 
Army supply depot, PX supply, sales stores, ordnance, etc.) 
Locks division storehouse, 2 tracks 


PACIFIC TERMINAL 


Balboa cold storage plant (both Army and Canal Zone) 

Department engineers spur (Army) 

Albrook Field (Air Force) 

Buildings 42, E, D, and G (storage sheds for cable, ete.) 

Navy Building No. 1 (Navy supply) 

Section I, tracks 2 to 12, inclusive (includes lumber shed, lumber racks, 8:rap 
yard, etc.) 

Lubricant warehouse (Texaco, Union, Esso oil companies) 

Pile yard 

Steel yard 

Team tracks 

Roundhouse 

Pier 18, north and south sides 

Piers 14, 15, 16, 7, and 4 

Storehouse (all supply bureau tracks) 

Oil house 

Electrical division, Building 66A 

Old coaling station (now used for sand) 

Carshop tracks 

Transformer house (electrical division) 

Gas plant 

Sosa Hill, 2 tracks (rock quarry and crusher) 


. 


PROPOSED ABANDONMENT OF PANAMA RAILROAD Q] 


Industrial bureau (drydock, foundry) 

La Boca commissary 

Balboa commissary 

Tivoli commissary 

Oil plant 

Balboa Station 

PAD (Panama Air Depot, U. 8. Air Force) 


ATLANTIC TERMINAL 

Pier 3 

Pier 6, 2 tracks 

Pier 7, 2 tracks 

Pier 8, 4 tracks 

Pier 9, 2 tracks 

Industries in Col6én (including Colén Gas Co., contractors, brewery, oil com- 
panies, Wilcox Lumber Yard, etc.) 

Cristobal commissary 

Camp Beard commissary 

Mount Hope supply 
8 tracks serving warehouses, printing plant, cold storage, abattoir, coffee- 
roasting plant, ice-cream plant, etc.) 

Shed No. 2 (paper storage) 

Gravel trestle (storage of run-of-bank and wash gravel and sand) 

Amecite track (storage of amecite and crushed rock) 

Oil plant 

Industrial division (including boiler shop, wood shops, etc.) 

Storehouse (including cement shed, lumber shed, oil house, pile yard, and main 
storehouse, etc.) 

Bonded lubrication warehouse for Texaco, Union oil companies. 

Diesel spur and ramp for maintenance division 


Mr. Van Pett. Are you in a position to answer this question? In 
the event of the abandonment of the railroad—in reference to the 
number of spurs that the chairman has referred to—would it be 
your opinion that additional highways would be built on those road- 
beds to take care of the military facilities and so forth? 

Mr. Brayton. No, sir: I don’t believe it was necessary for the 
most part in those particular instances. 

Mr. Tumutty. How would they get up to that spur that we backed 
up almost a mile? 

Mr. Brayton. I believe they have a road there. 

Mr. Tumutty. And that second spur where we went where that 
little road was supposed to be? 

Mr. Brayton. It’s a little bigger than that. 

Mr. Tumutty. They’d have to widen it, wouldn’t they’ 

Mr. Brayton. If they were to use it extensively, yes. 

Mr. Ricpy. Mr. Garmatz, with your permission, nothing has been 
said this morning—lI think the committee would be interested in 
knowing about the unusual cargo that the railroad is often called 


upon to handle, but cannot be handled by trucks on the highway. Ten 
days ago, a 38-ton steel generator was handled by the railroad on 
one 50-ton flatcar. When the Tecon project started on the cut, they 


had some 15- aad Euclid dump trucks too big to move on the highway. 
They were handled by the railroad. | have a picture of 220-foot 
piling that the railroad handled. There w “ no truck equipment on 
the isthmus in Central America to handle that type of equipment. 
Problems are offered to the railroad that he railroad handles. 

Mr. Garmatz. Don’t the officials here who want to do away with 
these know these exist? 
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Mr. Ricsy. The question was asked if I had any suggestion about 
management. I said, “No.” He further said, “Don’t you have a 
suggestion box?” I said, “No, sir; suggestions are not welcome.”’ 
That’s the reception we invariably get. 

Mr. Brayton. In regard to the suggestions that are not welcome, 
last year, when I was here on a vacation leave, I approached this 
Mr. Heilbron, and I understand—I talked to him quite feelingly about 
piggy-backing his trailers across the isthmus. I mentioned that. 
When I left him, he was more than enthusiastic; and he said if we could 
mutually agree on a rate, he could start almost immediately. I told 
him I was not the person nor did not have authority but referred him 
to somebody that did. I went to my two immediate superiors and, 
unfortunately, both of them were not on the Atlantic side on that day. 
The issue was hot enough in my estimation that I went even further 
than that. And I was told at the next level ‘fairly good” and they 
would consider it. 1 was also to be informed as to what their decision 
would be. I didn’t have enough sense to put it in writing. I felt word 
of mouth was sufficient in dealing with reliable people. I was later told 
that the suggestion was going to be held in abeyance and it will be 
determined later with Governor Se ybold’s intention of abandoning the 
railroad. In other words, that was going to be the deciding factor. 
I didn’t like it very much, so I pushed it a little bit. I agree whole- 
heartedly nobody is going to use the railroad if it is going to cost them 
more than to use any other means of transportation. 

Consequently, | continued pounding the issue that despite the fact 
that we would be serving Terminales, we would also be further along in 
that the equipment necessary to be used at that time—was available 
at little expense. So, no matter whether it was for Terminales, or the 
Canal Company Government, it would have represented revenue for 
no additional outlay. 

Mr. Tumutry. Good business for both. 

Mr. Brayton. Yes, sir; one way or another. 

In the Governor’s appearance before you last June, some member of 
this committee asked, if the railroad was abandoned—and I am quot- 
ing—What would happen if the canal were blocked? The Governor 
said we have more faith in the canal than that. I believe at that very 
same time, they were working on a million-dollar project to keep Con- 
tractors Hill from sliding—that’s misplaced faith or something. That 
could have been a critical issue here, and it came close to being just 
that. Well, I just can’t imagine what they would have done at that 
time if Contractor’s Hill had slid into the cut. 

Mr. Tumutry. If anything happens in the canal so as to block it, 
the railroad is capable of easing it, taking over some of the burden? 

Mr. Brayton. Some of the burden; yes, sir. 

Mr. Garmarz. Any other questions? 

(No response. ) 

Mr. Brayron. Thank you for listening. 

Mr. Garmarz. Any more on the railroad? 

(No response. ) 

Mr. Garmartz. Recess until 2 p. m. 

(Whereupon at 12:55 p. m., the hearings were recessed until 2 p. m. 
of the same day.) 
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AFTERNOON SESSION 


The subcommittee reconvened at 2 p. m 

Mr. Garmatz. The hearing will come to order. Our first witness 
will be Governor Seybold, who is Governor of the Canal Zone and 
also President of the Canal Company. I might say, Governor, as 
you know, we’ve had the other witnesses here to testify on the railroad 
and the commissaries and the trucks and the pilots and so forth; so 
along with your statement there may be questions asked of you or 
your staff pertaining to these various items that were brought up by 
the previous witnesses. 

So now you may proceed, Governor. If you will give your name 
and affiliation. 


STATEMENT OF J. S. SEYBOLD, GOVERNOR OF THE CANAL ZONE— 
Resumed 


Governor SEyYBo.Lp. Mr. Chairman, for matters of the record, I am 
John S. Seybold, major general, retired, Governor of the Canal Zone, 
President of the Panama Canal C ompany. 

Mr. Chairman, I have prepared a statement to be presented to you 
concerning the railroad which, as you told me some time ago, would 
be an item on the agenda. It was my intention to begin reading that, 
but I’ve heard, and am not too sure whether I’ve heard correctly or 
not, that in the evidence presented to this committee this morning and 
at other times, there were insinuations against the Company—mem- 
bers of the Company, and possibly even myself—concerning collusion, 
bad faith, malfeasance, fraud, and other items, that we were in conniv- 
ance with someone. Mr. Chairman, the integrity of this organization 
is of utmost importance to me, and I would like at this time to leave in 
abeyance any prepared statement I have made and go into these, as 
I understand, insinuations. I request your committee to use all the 
powers that it has to clarify this matter and bring before us any 
evidence of any of this and use any other means that the committee 
may have through its parent committee of Congress—it has great 
power. 

I want to assure this committee there is nothing to my knowledge 
that in any way connotes bad faith or anything else like that. And I 
want this cleared up—clearly, all the way through. If there are any 
questions I can answer I shall be pleased to answer them on that basis. 

Mr. Garmatz. Governor, I don’t know whether you mean ask 
questions in general or whether you want to start on your prepared 
speech. 

Governor SryBoup. I want to answer any questions the committee 
may have on these insinuations of bad faith that have gone before. 
If | am entirely in error in that my information is wrong, I’d like the 
record so to show that the committee does not consider anything of 
that sort in the action that any member of this Company may have 
taken. 

Mr. Garmarz. Governor, I will gladly ask each and every member 
of this committee his view and they have a right to ask you any 
questions, as I know you will be more than willing to try to answer 
their questions. I have no alternative at this time but to ask each 
member individually on this committee if they have any particular 
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questions they may want to ask you about the remarks or the state- 
ment you just made. 

Mr. Byrne. I don’t know what he means when he says that some- 
body accused him to members of the committee of malfeasance and 
collusion. 

Governor SrysBo.p. It was my understanding that the action of 
the management in its move to abandon the railroad was said to 
have been taken in conspiracy, and there were insinuations that 
management did it in a fraudulent manner or for some fraudulent 
purpose. That’s what I’d like to clear up. 

Mr. Garmarz. We will handle it in the same manner as we’ve 
handled all the other witnesses. I started to my right, on the major- 
ity side and will ask Mr. Tumulty, and then to my left. We will con- 
tinue to operate under the same procedure. 

Mr. Tumutry. Governor, as I understand it with respect to the 
railroad testimony, as I heard it that there seemed to be a systematic, 
deliberate effort to run the railroad in such fashion as to justify the 
proposed new highway. 

Mr. Garmatz. We would like to confine it to the remarks or 
statements that were made in reference to the 

Mr. Tumutry. I do recall hearing the switching testimony 

Mr. Garmatz. I merely want to confine it to the particular state- 
ment that the Governor made first. 

Mr. Tumutrty. I’m trying to—as I understand the picture, as I 
understand, it was not the testimony with respect to the railroad. 
There seemed to be a plan that the railroad was run in such a fashion 
that it wouldn’t make a profit. I did not gather that there was any 
accusation or anything was deliberate, domg it in a criminal way. 
No one has yet determined anything, and I don’t think anybody can 
jump to any conclusions in the course of the witness’ testimony in 
answer to my question when he said that he felt that this plan was a 
plan in good faith by men who were sincerely convinced that the high- 
way was better than a railroad. However, frankly, to listen to the 
testimony, I think there’s a lot to be answered. 

Governor Sryro.p. I will be very glad to answer those details. 

Mr. Tumutry. I haven’t made up my mind as to anything. 

Governor Sryroup. I want to clarify, once and for all, that there’s 
no idea of any fraud or malevolent or vicious motive on the part of 
management. 

There’s an indication of belief that the Panama Canal Company 
has deliberately adopted this shameful or evil or vicious program 
to abandon the railroad and force a conversion through stubborn 
pride or mistaken zeal or something. Mr. Chairman, nothing 
could be more in error. The Company, since 1952, has taken seriously 
the repeated bidding and direction by Congress to carry on its steward- 
ship in the most efficient and economical manner. Our careful, 
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critical, and searching study has many times confirmed that the 
operation of the railroad is uneconomical. It is a costly manner of 
transportation of Company-Government goods and personnel, and 
places an unwarranted burden on the remaining activities. It could 
result in subsidizing this operation if continued. We find that the 
Company-Government can save large sums by abandonment of the 
railroad. Also in our research we have not been able to find an 
offsetting value for the continued railroad operation. The Armed 
Forces are fully cognizant of the program to abandon the railroad 
and have evinced no interest in its retention. Now, that is the sum 
and substance. 

Another thing I would like to say, Mr. Chairman—if the Congress 
desires us to continue the operation of the railroad, we will continue 
that gladly, doing the best job we can—and I am proud of the job we 
do—only, Mr. Chairman, we must say that it is not economical. 

Mr. Tumutty. He wanted to have an opportunity to dispel this 
rumor that was heard. Governor Seybold, you don’t want us to go 
on until you have finished your full statement? 

Governor SryBo.tp. Now, I would like that rumor dispelled. 

Mr. Auten. Mr. Chairman, I don’t think I made any of the state- 
ments in question. As a matter of fact, when I came down here I 
had come to the conclusion, through several years of experience with 
Governor Seybold, that he was a man of the highest integrity and 
very high ability. After listening to testimony this morning, my 
opinion is still the same. | would put complete reliance on any 
statement of facts he made. In fact, I said something about Howard 
Munro a day or so ago, and I put the Governor in the same class— 
I couldn’t do much better. 

I do think it was unfortunate that several times during the hearings 
blanket statements were made which imputed possible criminality to 
someone down here. The terms “criminal negligence” and other 
terms were bandied about, I thought rather loosely; and to make a 
blanket accusation puts everyone under suspicion, and even if some- 
one could be pointed out, it’s rather unfair, I believe, to everyone 
else to issue one of those blanket indictments without having some 
way of limiting it to the persons that might be in the minds of those 
who made the statement. So I personally regret, if there’s any impli- 
cation that the Governor might have done certain things, it was 
unwarranted in my opinion, from what I understand. 

Mr. Garmatz. Do you want to answer to that, Governor Seybold? 

Governor SryYBoup. No, sir. 

Mr. Dorn. I believe that this all arises through a statement that 
I made during the course of this hearing. That does not impute 
that I believe that you have been guilty of anything. But that does 
mean—and I think very clearly means—that these charges should 
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be looked into. And I think, for the good of the entire operation, 
whether of the railroad or the Canal Zone Government, these charges 
should be looked into. I don’t think it is the province of this com- 
mittee to delve into these charges from point of view of malfeasance 
or nonmalfeasance. But they are made, and they are here in the 
record. 

Governor Seysoup. Mr. Chairman, in view of what Congressman 
Dorn has said, as I said in the beginning, I had hoped that this com- 
mittee would utilize every means in its efforts to investigate any 
question of malfeasance they found. 

I do find it strange, though Mr. Chairman, that these charges were 
made prior to the time that I had any chance or any on my staff to 
answer these questions. It seemed to me that quite possibly many of 
them would have been cleared up before that was thought of. I think 
everybody realizes that the mere fact of mentioning that this might 
be done places quite a—maybe I should say shadow—on someone 
when they’ve not had a chance to answer the questions. The fact 
of it is | haven’t seen them, and I believe that possibly I could have 
clarified many of the issues that the Congressman has in mind. 

Mr. Dorn. Well, I don’t want to place any shadow on you, 
Governor, and that was not the intention of my statement. And I 
do not like it if it is the result of my statement. But I do believe 
the charges place a shadow on the management of the railroad in 
some category and think that in view of the charges and the fact 
that this is our last day of hearing here, these charges should, of 
necessity, be turned over to whomever can look at them and find out 
whether there was anything to them. 

Governor SrysBouip. Well, as far as management items are con- 
cerned, we don’t admit, Mr. Congressman, or we don’t say, that we’re 
100-percent perfect; no organization is. 

Mr. Dorn. Governor, it is admirable for you to say that no one in 
your entire staff could have done anything wrong, but don’t you 
think that it is always possible that you could have people on your 
staff who, unbeknownst to yourself—— 

Governor Srysoup. I am sorry, Mr. Congressman. My point 
before this committee was: They have information that they have; I 
request that it be explored now. 

Mr. Dorn. Well, of course, we have no information other than 
what has appeared before this committee, as exists on the record. | 
should say definitely I have none. And it was merely in view of the 
record presented to me—to us this morning—I made the statement 
which I did make. 

Governor SryBoup. Well, possibly the record now should be con- 
sidered in view of the question of fraud alone as pertaining to that 
record, and in problems of management. 

Mr. Van Pett. I would just like to mention I hate to see this 
committee get into the area that’s being discussed now, into the 
position to which it presently is progressing. And I think that we 
should limit any statements of fraud whatsoever. Let’s continue the 
questioning on this program and review the record after that. 
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Mr. Garmatz. I want to be fair with the committee members, and 
I want to be fair with the Governor. The Governor has put me in a 
position where | am almost dutybound to ask each member to present 
what he cares to say about these particular remarks or accusations 
made this morning. 

It is a question that the Governor asked the right to have any 
member question him about the particular re ‘marks that were made 
this morning, and I am going to give each one the privilege to say 
what he wants to on that particular issue or the particular remarks 
that were made this morning. 

Mr. Van Petr. I only want to say, as a member of this committee, 
that we are down here to ascertain certain facts, and I don’t think 
that should be misconstrued as pointing the finger at anyone until I 
learn otherwise. I certainly have the highest regard for the record of 
the Governor, and I would hold that same respect for any of his 
subordinates. We’ve heard many of them testify in Washington this 
past spring, and I think they are all capable individuals. But until 
such time as we progress and analyze the evidence, we should continue 
as we have in the past with other witnesses. 

Mr. Garmarz. The reason I say that, Mr. Van Pelt, and to the rest 
of the members, the record is only going to show one side and not the 
other. I think it’s unfair. I think the members have a right to state, 
and in response to the Governor, their feelings about the matter. 

Mr. Mamurarp. Mr. Chairman, I join with Mr. Van Pelt. I don’t 
think that it was our intention, individually or as a committee, to 
spend a few days down here and besmirch anyone’s reputation. | 
think we have to accept the testimony that is submitted to us and 
reach a pe judgment when we have an opportunity to study it. 

Mr. Garmarz. I will ask if there is any member who would care to 
have anything taken out of the record that was made this morning? 

Mr. Tumutry. I’d just like to say that I don’t want to preclude 
any man from answering anything that he feels touches upon his 
reputation or the administration of his office. But I don’t construe 
anything that I heard here this morning as doing that. It seems to 
me, Governor, that when you go over all the questions, you will per- 
force answer the matters brought up. I attribute these statements to 
men who were trying to understand something they saw going on and 
attribute it to something. I don’t want you to misunderstand my 
position. I have been too long in public life not to know of things 
that happen before committees. I understand Congressman Dorn, 
and he in no way meant—he simply meant if all these things were 
so, someone ought to look into them. It would seem to me, through 
your statement, you will inevitably answer, I hope, some of the things 
brought up by the members of the committee. Then, if at the end, 
there are some matters, omitted, I think you should be given a right 
to say them. Because | am quite certain that by the time the testi- 
mony is all given, I think a lot of good will be done and the dark 

clouds will no longer be dark. 

Governor SeyBoup. I am hopeful, Mr. Congressman. 

Mr. Dorn. I think I should add here that there’s no question that 
at the moment anything I nor any other member of the committee 
has either privately or publicly discussed with any thought that anyone 
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was guilty of anything. I’m very interested, though, in finding out 
on the record the various answers to all of this, but I don’t feel that 
this committee is the proper source of judging the statements that 
were made with reference to any malfeasance. I don’t think, and I 
hope there hasn’t been any. And I take for granted that if there was 
any, that the Governor did not know of it, and I know definitely from 
his long record, wouldn’t have condoned it. 

Mr. Garmatz. Governor, do you care to carry this on further? 

Governor SryBo.p. I will be glad to answer—— 

Mr. Garmatz. We have more time, as you want. 

Governor Sryrsoip. I would only say this, Mr. Chairman: that 
I hope that the committee—and I’m sure they will bring out all the 
questions that we are now referring to, which truthfully I haven’t 
seen or heard. If they are matters of judgment, that’s one thing; if 
matters of other import why that’s another thing. 

Mr. Garmatz. You may proceed with your statement, Governor. 

Governor SrysBo.p. I believe the first item on the agenda for me 
is the Panama Railroad matter. The proposal of the Panama Canal 
Company that the railroad be discontinued and that we use motor 
vehicles on the highways for our transisthmian transportation needs, 
is of concern to the Congress in general and especially to this committee. 

I wish to assure the committee that this step was not proposed w ithout 
full study and careful consideration by the Board of Directors and 
management of the Company. 

Before presenting further detailed data on the subject, I want to 
review briefly the situation up to now. 

In 1954 the House Committee on Appropriations directed that a 
study be made of the possibility of converting to highway trans- 
portation. This directive was prompted by a then pending budget 
item for additional boxcars, which of course would not be needed if 
we were to discontinue the railroad. 

As a result of our study, the Board of Directors of the Panama 
Canal Company, in October 1954, approved the recommendation that 
the railroad be discontinued and that we convert to motor transporta- 
tion. 

The results of our studies and the recommendation of the Board of 
Directors were presented to the House and Senate Appropriations 
Committees and to the House Merchant Marine and Fisheries Com- 
mittee, and the proposal has been covered during hearings before 
each of those committees. 

In reporting out our 1956 appropriation act earlier this year, the 
Appropriations Committees directed that action on the proposal to 
discontinue the railroad be suspended pending further consideraticen. 
particularly by your committee, which has jurisdiction over legisla- 
tive matters concerning the canal. 

You are familiar with the hearings before this committee in June 
of this year in which the subject was given prominence. 

It is perhaps pertinent at this point to note the position of other 
interested agencies concerning the proposal. In its 1954 audit report, 
the General. Accounting Office favors discontinuance of the Panama 
Railroad, pointing out that both operating costs and the number of 
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United States-rate employees would be substantially reduced through 
the use of motor vehicles on the present transisthmian highway. 
The GAO report favors use of the existing transisthmian highway in 
the Republic of Panama and questions the necessity at this time of 
completion of a highway located entirely in the zone which the canal 
administration considers highly desirable. 

The Hoover Commission’s report of March 1955 on transportation 
briefly reviewed the Panama Railroad situation and recommended 
that the appropriate committees of Congress examine the circum- 
stances surrounding the decision to abandon the Panama Railroad 
before it authorizes or appropriates in favor of the new highway 
construction. ‘This recommendation was the same as proposed by 
one of the Commissioners, Congressman Clarence J. Brown, in a 
special report. The Hoover Commission’s task force had recom- 
mended that, in view of the decline of commercial business, the 
operation of the Panama Railroad should be discontinued and its 
equipment, property, and facilities disposed of to the best advantage 
of the Government. 

The Department of Defense position, as formally transmitted to the 
Hoover Commission, is that the Panama Railroad is merely a con- 
venience to the military forces in the Canal Zone and is not considered 
to have any significant defense value. On the record the Defense 
Department stated that “insofar as military necessity is concerned, 
the railroad can reasonably be discontinued.” ‘Today it is believed 
that the Department of Defense would be inclined to more enthusi- 
astically favor a highway built within the Canal Zone to provide a 
duplicate means of crossisthmian transportation with the utilization 
of identical type of vehicle. 

With that background, I would like now to outline again the factual 
data and our conclusions concerning the Panama Railroad and 
concerning the use of highway transportation. The figures I shall 
present reflect current information and estimates, which in some cases 
differ from those contained in earlier presentations. 

For the present I would like to direct my remarks to the issue of 
the continued use of the Panama Railroad as against conversion to 
highway transportation, and reserve for later in my remarks the related 
but separate issue of the construction of a highway located entirely 
within the Canal Zone, utilizing the existing roadbed of the Panama 
Railroad. 

In my opinion, a decision to discontinue the use of the Panama 
Railroad is dictated by the fact that it has become, and today is, an 
inefficient and uneconomical method of meeting our transportation 
requirements. 

During fiscal year 1955 the railroad operated at a loss of $70,208. 
During the first 4 months of the current fiscal year to date, it is 
operating at a loss of about $28,000 a month. It is estimated that the 
railroad will show a fiscal year loss of about $344,000 in 1956. 

And please bear in mind that these are direct operating losses, with- 
out calling upon the railroad to contribute anything to general over- 
head or other general corporate charges. 

It can also be shown that commercial rates now in effect are con- 
sidered the maximum which ¢ the maximum 
which can be set competitively with innanaaion truc king companies— 
and are believed to be those which produce the maximum return in 
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this area of activity. An increase in rates would be passed on to other 
divisions of the Company’s activity which in turn would affect general 
costs to individuals and others. Or, if the railroad is maintained and 
this activity is not raised by its own bootstraps as it were, these same 
losses must then be incorporated into our general accounts and through 
this means distributed again to other activities. Either way, the over- 
all Company activity suffers from this uneconomic transportation of 
Company supplies and personnel. 

Prior to 1942 the railroad enjoyed a complete monopoly on the 
48-mile haul across the isthmus. But since the opening of the trans- 
isthmian highway in 1942, the traffic and revenues of the railroad have 
declined steadily. The total operating income of the railroad has de- 
clined 70 percent since the highway was completed. Our freight traffic 
in 1955 was only about half the volume carried during the prewar years 
of 1935 to 1939. The railroad freight volume has declined 48 percent 
since 1949. The railroad freight tonnage during the last 2 fiscal years 
was the lowest since the United States assumed control of the railroad 
in 1904. In fiscal year 1955 the tonnage was 16 percent lower than 
in 1954. And the freight volume for the first 4 months of the current 
fiscal year is 37 percent lower than the corresponding period in fiscal 
year 1955. I think this latter fact is significant. 

There is nothing whatever in the picture for the future to indicate 
any improvement in this downward trend. On the contrary, there is 
reason to anticipate even greater competition from the rapidly de- 
veloping trucking business in the Republic of Panama. Nor is it 
considered desirable to compete for this commercial trade which 
affects the Republic’s economy. It is desirable to foster this type of 
commercial operation in the Republic as much of this type of opera- 
tion they can do for themselves and they require less outside assist- 
ance toward development. It is undesirable for the Company to 
render this service that they can do so well themselves. 

Of particular importance is the adverse effect that certain of the 
recent treaty concessions to the Republic of Panama will inevitably 
have on the Panama Railroad. 

Mr. Garmatz. We have been trying to keep away from anything 
pertaining to the treaty—the fact there’s no particular legislation 
pending before Congress at this time pertaining to it. So if you have 
anything in there—we asked other witnesses to do the same. 

Governor Srysoup. I will—if vou care to, we will drop it at that 
point. 

There is no reason to anticipate a railroad improvement, and the 
projection, we have for the future, will go the other way; that is, a 
loss of revenue. The United States is now committed, subject to 
authorizing legislation by Congress, to withdraw the railroad’s freight 
and passenger terminals from both Panama City and Colon. When 
this is done, the railroad will be at a very substantial further disad- 
vantage in competing for the hauling of commercial freight or pas- 
sengers and, in addition, would be required to make capital expendi- 
tures for the construction of replacement passenger and freight facili- 
ties within the Canal Zone. 

As a result of a further commitment to Panama, the sales of goods 
and services in the Canal Zone to our non-United States-citizen 
employees who reside in the Republic of Panama will be discontinued 
effective January 1, 1957. Since this will withdraw some 15,000 
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employees from the market, our sales activities, particularly the com- 
missaries, will be greatly curtailed with a resulting substantial decline 
in the volume of Company freight that will need to be carried across 
the Isthmus. There will be very little if any compensating offset of 
freight carried by the railroad for the establishments in Panama that 
will supplant the former Canal Zone supply units. 

It is estimated that during fiscal year 1958, after giving full effect 
to the treaty, the railroad will transport only 81,000 tons of freight. 
This compares with 157,000 tons in 1955, 264,000 tons in 1953, and 
319,000 tons during the prewar years. The same picture exists with 
reference to passenger traffic. 

I should like to insert in the record at this point a tabulation of 
the figures detailing the decline in freight and passenger traffic. 


Panama Railroad declining traffic volume past, present, and future 


Tons of Total Toris 


is of otal 
Average, fiscal year— freight | passengers Average, fiscal year freight passengers 
earried | carried carried irried 
1935-39 _ _ . ‘ 319, 059 430, 349 1949 :‘ : 362, 194 420, 897 
a ji ; -| 1,781,434 1, 001, 567 1950 saad ; 222, 868 325, 387 
1943 s sia ieed 1, 324, 686 1, 221, 801 1951 ; 234, 057 479, 594 
1944 . oon 849, 791 | 909, 972 1952 264, 588 155, 507 
1945__- otean 599, 804 854, 200 || 1953__-- 2 255, 72¢ 420, 366 
1946 549, 428 | 802, 811 1954 ae 186, 57¢ 3, 216 
1947_- P oe 386, 513 | 678, O86 1955 be 157, 042 136, 007 
1948___. : : 395, 793 | 534, 622 || 1958 81. 000 100, 000 
| 


I think that those estimates are significant. 

Mr. Garmatz. You say “estimates’’; are you sure we are going to 
have a railroad in 1958? 

Governor SryBop. | should amend my statement, Mr. Chairman, 
by saying “‘if it operates for commercial use,”’ its total tonnage would 
be that. 

Mr. Tumutrty. As it is now being operated. 

Governor SeyBoup. For full commercial use. 

Mr. Tumutty. As I rather 

Mr. Garmatz. Let’s let him finish. We may be asking questions 
that will be answered in page 10 

Governor Srysoip. Of the 81,000 tons of freight and the 300,000 
passengers which it is estimated the railroad would carry in fiscal year 
1958, 30,000 tons of freight and 107,000 official passengers represent 
the estimated freight and passengers required to be transported across 
the isthmus for the Panama Canal Company and Canal Zone Govern- 
ment, the remainder being largely outside commercial business. 

In addition to the declining traffic and revenues, the heavy capital 
expenditures that would be required to continue the operation of the 
railroad as a common carrier, because of the poor condition of the 
present rolling stock, is an important consideration in appraising the 
problem. Much of the rolling stock is antiquated and extremely 
costly to keep in minimum operating condition. Most of the freight 
rolling stock is fully depreciated, so that the total annual depreciation 
on the 406 pieces of freight rolling stock now in use is only $2,000. 
The average age of the 43 pieces of passenger rolling stock is 39 years, 
with an annual depreciation of about $5,000. 

A capital expenditure aggregating about $1,600,000 over the next 
6-vear period is estimated to be necessary if the railroad is to be 
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maintained in operating condition as a common carrier. This esti- 
mate gives effect to the replacement of passenger and freight house 
terminal facilities in the Canal Zone that would be required because 
of the new treaty commitment to withdraw such operations from 
Panama City and Colon. 


I offer for insertion in the record here an itemization of the 6-year 
capital expenditure program. 


Siz-year capital expenditure program for railroad 


Estimated Annual de- 
capital value | preciation 


a ee ce ee ee ee ee ee ee £5 ds tnebiiaee $10, 000 $400 
Replace yard office : Sendai sa . 30, 000 70 
Locomotive testing equipment - _---- schindnnnbin 7 


. es 7, 300 730 
Replace 2 motorcar engines. -.......-.--- teat a nea 11 





, 000 70 

Replace passenger facilities iain he . : ; etapa 50, 000 1, 250 
Replace freight house facilities _---- : ; See 150, 000 3, 500 
Replace 60 boxcars 672, 000 22, 380 
Replace 4 passenger coaches - - Sines sane 400, 000 13, 500 
Replace 2 locomotives _ _- Bet Bees Cee : A eee 270, 000 10, 800 
nkctkebkebtboscsussskuenuesdssoueeeeaeeiegbow ou ce ena 1, 600, 300 | 54, 060 


I should like to turn now to a discussion of what it actually costs the 
Panama Canal Company and Canal Zone Government to transport 
their own official freight and passengers across the isthmus by the 
Panama Railroad. This cost of transporting the Company/Govern- 
ment’s own freight and passenger requirements will then be contrasted 
to the corresponding cost if all our transportation requirements were 
handled by motor vehicles using the highways. 

The cost to the Company/Government for the railroad transporta- 
tion of its own official freight and passengers is reasonably and simply 
computed by taking the total operating expenses of the railroad and 
subtracting all revenues from sources other than the Company/Govern- 
ment itself. 

There was a time, prior to 1947, when the revenue of the railroad 
from commercial and other sources outside the Company/Government 
exceeded the entire cost of operating the railroad, so that the carriage 
of freight and passengers for the Company/Government itself actually 
did not cost the Company/Government anything. As will be seen 
from the tabulation which I offer now for insertion in the record, the 
actual cost to the Company/Government for its own use of the railroad 
has increased from zero in 1946 to $589,216 in 1955. And it is also 
important to note that this steadily increasing cost covers a steadily 
decreasing volume of freight and passengers actually carried. And it 
has that feature in it, Mr. Chairman. 


(Governor Seybold offered the following tabulation for msertion in 
the record:) 
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Cost of transporting Company/Government freight and passengers by railroad 


} 


Number of 
co i . ~ " . l€ 8 
Less income | Cost to Com- Tons of ‘om Company/Gov 
Fiscal year Total operat- | fromother | sany/Govern- | Pany/Govern- | ernment em- 
, ing expenses | than Company/ | Pan} 





ment freight loyees trans- 
Government | ment carried cad (official 
| business) 
BOS w ntcnnties 66e0~ anaes | $2, 299, 963 $2, 376, 843 | 0 180, 802 
BN by nicidencdedceseigeoriaees | 2, 415, 653 | 2, 047, 953 $367, 700 156, 830 
SD Ah &ccihdeg bitch ocemicll | 2, 385, 289 | 1, 895, 529 | 489, 760 124, 868 
2, 325, 622 1, 526, 233 799, 389 105, 584 
1, 793, 266 | 1, 184, 755 608, 511 93, 939 
1, 677, 845 | 1, 139, 866 537, 979 133, 803 
1, 946, 925 | 1, 181, 954 | 764, 971 | 108, 065 
1, 793, 001 | 1, 186, 328 806, 673 103, 783 
1, 580, 715 | 1, 081, 779 498, 936 122, 981 
1, 557, 247 968, 031 589, 216 113, 181 
1, 314, 100 488, 000 $26, 100 107, 000 


This tabulation shows that the total operating expenses of the 
railroad during fiscal year 1955 were $1,557,247. Railroad revenues 
from all sources other than units of the Panama Canal Company 
and Canal Zone Government amounted to $968,031. Therefore, the 
difference of $589,216 represents what it cost the C ompany/Govern- 
ment to transport the 58,315 tons of freight and 113,181 official 
business passengers for which the Company/Government used the 
railroad in fiscal year 1955. For fiscal year 1958 this cost to the 
Company/Government will have increased to an estimated $826,100 
to carry a decreased load of 30,000 tons of freight and 107,000 official 
passengers. The 1958 figures include depreciation and interest on 
the additional capital expenditures required. 

The fiscal and operating picture of the railroad that has been 
presented clearly dictates that conversion to highway transportation 
can be made with resulting increased efficiency and less cost to the 
Company. 

Motor transportation has several advantages which apply particu- 
larly where, as in the case of the Panama Railroad, there is a rela- 
tively short haul and a relatively small amount of freight and pas- 
sengers. The ‘flexibility of door-to-door delivery by trucking is 
obvious. It eliminates the restricted delivery areas to which a 
railroad must adhere due to its fixed roadbed, and it eliminates 
delays and expense due to rehandling and transfer of merchandise. 
The rapid and direct delivery service offered by trucking requires 
much less equipment and expense than a railroad on a short haul of 
this type. Furthermore, the railroad requires trucks to make deliv- 
eries to areas not served by the spur tracks of the railroad, which 
necessitates rehandling of merchandise. 

The Panama Canal Company has had considerable experience in 
the handling of freight and passengers by motor vehicles across the 
isthmus. In its day-to-day operations the Company has been forced 
more and more to use motor vehicles to solve many of its transporta- 
tion problems. And, of course, a fleet of vehicles must be maintained 
in order to service the railroad at each terminal. 

Considerable savings have accrued to the Company through the 
centralization of supply and the reduction of inventories in the field. 
Maximum savings require the use of motor vehicles which can rush 
emergency supplies as needed and are not restricted to a fixed schedule. 
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The consolidation of bakery and cold storage facilities was feasible 
only through the use of motor vehicles. Bakery products delivered by 
trucks are now on commissary shelves throughout the Canal Zone 
within 2 hours after they are baked in Mount Hope. Frozen foods 
are being transported more satisfactorily by truck. 

[ am very proud, Mr. Chairman, as I believe you will acknowledge, 
of our increase in quality of produce that we have placed on the 
shelves of our commissaries. When I came here, there was quite a bit of 
dissatisfaction about the quality of the goods that we had, particularly 
things like perishables—lettuce, tomatoes, and such things as that 
and try as we could, we didn’t seem to be able to get that fresh mer- 
chandise out in time. We found that it was a delay from ship to rail 
car, from rail car across the isthmus, and the icing problems we had. 
And I’ve been told personally by many people—and I’ve seen it my- 
self—that our quality of perishables in the commissaries has increased 
greatly due to this method of handling. It’s along the same line of 
thinking that we are—possibly you’ve read the paper today—trying 
an experiment. The reason why I bring this in—on the subject of 
the railroad. The experiment is to deliver the perishable food items 
to the commissary counters as quickly as we can, and we are flying it 
down now. True that that may cost a few pennies more per pound, 
but I am sure that our people will pay that because they get the quality 
produce. That was another effort to do the same thing. 

As previously stated, it is estimated that, after giving full effect to 
the new treaty, the official Company/Government traffie now carried 
by the railroad would decrease to only 30,000 tons of official freight 
and 107,000 official passengers. 

The capital expenditure for motor vehicles needed to transport this 
additional traffic is estimated at $463,000. <A revised list of these 
capital items is as follows: 








i ; Estimated 
. Quantity } 

rype euantity | capital value 
sed ( ches 2 - - s $46, 400 
enger buses 5 es a ae tien ek bie 5 70, 000 
nitrailers ail . ; 30 219, 100 
Truck ti actors ; ; ; 10 104, 000 
Dollies 10 23, 000 
Total capital cost ; a ea sheik tee ; ‘ lla ae at ans 463, 000 


This expenditure, out of Company revenues, has already been 
provided for in the Company’s 1956 approved budget, but I assure 
this committee it will not be incurred until this whole question is 
resolved. 

Turning now to the operating cost of highway transportation as 
contrasted to railroad, we use our current motor-vehicle costs for 
transisthmian traffic as a guide. We think that that is the best we 
have. At the present time our cost of carrying official Company/Gov- 
ernment freight across the isthmus by highway is $2.70 a ton. This 
figure is higher than we would need to use for our comparison because 
our current trucking from which it is derived consists mainly of 
refrigerated commissary goods. General or dry cargo, which is what 
almost all of the converted railroad freight would be, is less expensive 
to truck, and would reduce the present average of $2.70 a ton. How- 








PROPOSED ABANDONMENT OF PANAMA RAILROAD 105 


ever, using the high or conservative $2.70 a ton rate, the 30,000 tons 
of railroad freight would cost $81,000 to haul by truck. In addition, 
the cost of trucking the terminal freight that is now carried by the 
railroad, principally from piers to warehouses, is estimated at $30,000. 

The cost of carrying official passengers by modern, safe vehicles 
of the Company/Government averages $0.82 a passenger. Thus, the 
107,000 passengers that would be carried by motor vehicle instead of 
railroad would cost the Company/Government $87,740. 

The total cost of highway transportation of the freight and passen- 
gers that otherwise would be carried by the railroad is therefore 
$198,740. As previously submitted, the railroad cost for the same 
amount of freight and passengers was $826,000. — 

The savings by converting to highway transportation is therefore 
$627,260 annually. 

These highway transportation results I have given are based on 
use of the existing Boyd-Roosevelt Highway. No interest on depre- 
ciation cost on the highway investment is included because the high- 
way belongs to the Republic of Panama and we have a treaty right 
to use it. The United States does maintain that highway at an annual 
cost of about $174,000. This maintenance might increase 10 percent 
to $191,400 because of increased use after the railroad is discontinued. 
The maintenance cost of the Bovd-Roosevelt Highway is borne by 
the Armed Forces, not the canal agencies, but even if half of it were 
assessed against the Company highway transportation costs the 
annual savings over the railroad would be $531,560. And if the entire 
cost were assessed, which of course it should not be since the road is 
also used by the military, Panamanian commerce, and the general 
public, the savings would still be $435,860. 

I believe the facts and figures which I have presented confirm clearly 
our conclusion that the railroad should be discontinued and that we 
should use motor-vehicle transportation. 

I turn now to the discussion of the construction and use of a trans- 
isthmian highway in the Canal Zone. 

Upon discontinuance of the railroad, the existing Boyd-Roosevelt 
highway in the Republic of Panama would of course be used initially. 
It probably could be used indefinitely. The building of a highway 
wholly within the Canal Zone is not in our view a prerequisite to a 
decision to discontinue the railroad. 

However, as you know, the canal administration feels strongly that 
the United States, through the Canal Zone Government, should 
complete a highway wholly within the Canal Zone. Only about 23 
miles of highway are needed to connect existing roads. The roadbed 
of the Panama Railroad across Gatun Lake would be used. The 
cost of construction is estimated at $9 million. Maintenance costs 
would not be excessive. 

The proposed highway in the Canal Zone is not urged because of 
obsolescence of the Boyd-Roosevelt Highway or because of growing 
volume of traffic or because of economic factors, although these 
factors bear on the matter to a significant extent. It is urged princi- 
pally because the Boyd-Roosevelt Highway, which is now the only 
land route across the isthmus, lies wholly within the sovereign juris- 
diction of the Republic of Panama. 

1 think it is important that the United States maintain its inde- 
pendent capability to continue its essential Canal Zone transport 
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operations, particularly across the isthmus, on highways under the 
complete jurisdiction of the United States for traffic and all other 
purposes. The disadvantages of being wholly dependent upon a 
highway in a foreign jurisdiction are believed self-evident. 

New construction would join two existing highway systems on the 
Atlantic and Pacific consisting of 380 miles of paved roads and 
highways. The connected system would unite a system of arteries 
making possible direct and immediate delivery to practically any point 
on the isthmus without rehandling. The 23 miles of highway from 
Gamboa to Fort Davis would act as a freeway for through traffic with 
no communities to impede traffic or create pedestrian hazards. The 
new highway would have easy grades, few curves, and good drainage, 
which are features which reduce driving time, fuel consumption, and 
hazards. 

The advantages of the new highway in the Canal Zone would to some 
degree reduce the operating costs of vehicles in comparison with the 
use of the Boyd-Roosevelt Highway. The reduction would be re- 
flected in the saving of fuel and oil consumption, and in less wear and 
tear on vehicles generally, including brakes and tires. In addition, 
the limited-access feature of the new road would allow higher average 
speeds without frequent starts and stops and would be advantageous 
in terms of time, efficiency, and safety. 

Direct deliveries could be made to the various townsites between 
the terminal cities without any rehandling or transfer of merchandise. 
Shipments unloaded at a terminal pier could be trucked and delivered 
to the consuming agency at the other terminal city or any other loca- 
tion in the Canal Zone in 2 hours or less from the time the goods are 
loaded on a truck. 

The construction of the proposed highway would result in two 
strategic and independently operated arteries across the isthmus, 
either of which could be used exclusively for an emergency period 
should the other fail. 

The engineering aspects of the proposed Canal Zone Highway have 
been carefully studied. The study is technical and detailed, and I 
propose merely to touch on its coverage and conclusions. 

The present railroad right-of-way between Gamboa and the Gatun- 
Fort Davis area makes an ideal location for a two-lane highway, with 
easy curves and grades. No other practical alinement exists across 
Gatun Lake because of excessive costs. 

Traffic studies assure us tht a two-lane road will satisfactorily 
accommodate present traffic and all requirements in the foreseeable 
future. A 4-lane highway cannot be justified by traffic requirements, 
and it would cost an estimated $24 million instead of the $9 million 
estimated for a 2-lane road. 

The present fill has been in place for over 40 years and in general 
both fill and the foundation have reached a condition of ultimate 
consolidation. The live loading to which the fill is and has been 
subjected by the railroad is greater than the loading that would be 
imposed if the fill were used for highway purposes. Recent stories 
or rumors that this fill will fail are not factual. 

The estimate of $9 million for construction of the proposed 2-lane 
highway includes all related costs of drainage, relocation of power- 
transmission towers and lines, replacement of the telephone lines by a 
microwave system, guardrails, traffic signals and signs, bridge modi- 
fications, and so forth, 
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Maintenance on the proposed new highway is expected to be normal, 
and to run about $46,000 a year. Depreciation is estimated at 
$153,300 annually. Interest on the capital investment of the United 
States is estimated at $144,300 annually. 

The highway would of course be part of the Canal Zone Govern- 
ment investment and operations, as are the other roads in the Canal 
Zone. The maintenance and depreciation would therefore become 
part of the net cost of operation of the Canal Zone Government which 
the Panama Canal Company reimburses to the Treasury annually 
under present law. The existing statute does not require the reim- 
bursement of interest on the investment in the Canal Zone Govern- 
ment as contrasted to the investment of the United States in the 
Panama Canal Company. We see no reason why this should be 
changed for any specific section in the canal. 

However , for comparative cost figures we have included interest in 
a computation which shows that even if 100 percent of the mainte- 
nance, depreciation, and interest costs of the new highway were allo- 
cated to the cost of highway transportation of official Company- 
Government freight and passengers that would be converted from 
railroad carriage, the Company-Government would still save $303,260 
annually by use of the Canal Zone highway rather than the railroad. 

I offer for the record the following tabulation of the comparative 
costs and savings as between use of the railroad, use of the Boyd- 
Roosevelt Highway, and use of the proposed Canal Zone Highway. 


Comparative costs and savings as between use of railroad, Boyd-Roosevelt Highway, 
and Canal Zone oe ay 








Boyd-Roose- | New Canal 
Railroad velt High- Zone High- 
way way 

Vehicle operating cost..............---..-- jeitini ie tgaretiobon $198, 740 $179, 140 
Highway maintenance_.------- oapeey 191, 400 16, 000 
Highway depreciation ____-.-- 153, 300 
Highway interest : 144, 300 
Total operating cost aio silos $826, 000 390, 140 522, 740 
Saving by use of highws Ly instead of railroad__-.-.------- = ‘ 435, 860 302, 260 
Norte.—The above figures, or the savings mentioned, cover cost of the transisthmian haul of 30,000 tons of 
freight and 107,000 passengers, plus the related terminal hauling now performed by railroad. The savings 
that I have just mentioned are tabulated in that manner. I call attention to the figure of $826,000 which is 
shown as the total operating cost of the railroad, and that is developed as the net operating cost. The 


outside revenue is deducted. 


It should be borne in mind that, as previously indicated, these 
figures overstate the actual highway expenses the Company would 
bear, particularly because the maintenance, depreciation or interest 
costs would not all be chargeable to Company-Government trans- 
portation costs. Both as to the Boyd-Roosevelt and the Canal Zone 
Highway, the use by the Company-Government would be less than 
the aggregate use by the general public of the Canal Zone and Panama 
and by other agencies. All our estimates, we believe, are conservative 
on the side of understating the case for conversion to highway 
transportation. 

Even on a conservative basis, and without taking into account the 
economic savings to the Armed Forces, much less the Canal Zone 
civilians, in using the shorter, better Canal Zone Highway, the 
tabulation shows that the Company-Government annual savings by 
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using the Canal Zone Highway would be only $132,600 less than by 
using the Boyd-Roosevelt Highway. The noneconomic advantages 
of the highway wholly within the zone, I believe, are clearly worth 
this small difference, in my opinion. 

It is the conclusion of the canal administration that the Panama 
Railroad should be discontinued, that we should convert to highway 
transportation across the Isthmus, and that although the existing 
Bovd-Roosevelt Highway could be used indefinitely, and would of 
course be used initially, a highway wholly within the Canal Zone 
should be completed—which finishes my prepared statement. I will 
be glad to answer any questions the chairman and any other members 
of the committee will ask. 

Mr. Byrne. Well, my first statement I’d like to make is, Governor: 
You have a duty to perform; I also have a duty to perform. When 
I came here, I came here to be fair with everyone, and that I intend 
to do. I don’t intend to besmirch anyone’s character. If you have 
anything you want to ask me I will be glad to answer. If questions 
that I’m about to ask you based on testimony we have received, and 
to clear up the atmosphere, you should have your day in court. 

Governor Srysoxp. I will be very glad to answer these questions. 

Mr. Byrne. Governor, in 1952, the United States Army had put 
spurs in the railroad in different sections of the Canal Zone. And then 
all of a sudden it came about that the railroad was going to be discon- 
tinued. Does the Army still use those spurs, or do they use Army 
trucks or other means of conveyance from one part of the zone to 
other parts of the zone? 

Governor Stysoup. I will answer that this way, Mr. Byrne: I am 
glad that this question is out. I am sure they distribute everything 
from there at the present moment by truck; that is, all the movement 
out is by truck. How much actually goes over that specific spur | 
haven’t the figures, but in our estimates that we’ve presented before 
the committee, we have included all the traffie we carry, which would 
include the traffic on that spur and any of the others. So that the 
amount of traffic that the Company gets in operation of the railroad 
is not sufficient to maintain the railroad as a unit. I’m sure that they 
can truck into there. I have only a rather vague idea of what that 
spur carried—we could determine it but on the overall railroad opera- 
tion, the basis on which management must consider the problem, that 
is the economic handling of supplies, the portion of traffic is very 
small. 

Mr. Byrne. As late as July 1954? 

Governor SeyBoup. Well, our record of tons carried is through 
1955. So that would include any tonnage carried over that spur that 
the Congressman has in mind. 

Mr. Byrne. It was also testified that material that is moved by 
the railroad could not be transported by these so-called trucking 
concerns over the Boyd-Roosevelt Highway because it wouldn’t be 
strong or heavy enough. 

Governor SryBo_p. Well, Mr. Congressman, that’s strange, because 
they take their tanks over there and equipment like that which is far 
heavier than anything you can think of. And on the Boyd-Roosevelt 
Highway the Panamanian trucking companies will begin to use 
equipment like 60- and 80-ton trailers, without question. 
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Mr. Byrne. This was transported—this piece of material—about 
10 days ago—a very large piece of material. 

Governor SreyBo.p. I would not try to say that for these rare 
occasions there are not special pieces of equipment that might better be 
transferred by rail or even barge. Any exceptionally large piece of 
equipment, I would imagine, would come over by barge rather than 
even on rail. By barge, you know, you can handle anything. And 
it may be that certain pieces of equipment, large and difficult to 
handle, would be better handled on the present railroad. But it 
doesn’t preclude that it couldn’t be handled on the highway. 

Mr. Byrne. It was also testified that truck trailers that leave in 
the early afternoon over on the Canal Zone was not seen over in 
Panama until early afternoon the next day. 

Governor Srysoup. Well, I have no data on that specific instance, 
Mr. Byrne; anything might have happened to it. A Panamanian 
truck trailer serves communities along that highway, and it may have 
stopped along the line and unloaded or for any other number of 
reasons—might have had a breakdown possibly. 

Mr. Byrne. It was also testified that barges, with the use of tugs, 
hauling gravel and sand, about 100 feet away from the tracks, 
used by the Army. 

Governor Srysoup. I have no knowledge of that—lI have no knowl- 
edge of the occasion. But of course sand and gravel is an ideal com- 
modity to transport by barge. That’s common in the States; as you 
well know, up around your country they have lots of it. 

Mr. Byrne. These trucks to replace the railroad cars—it was 
testified that the railroad cars carried up to 50 tons and it would need 
5 trucks to carry the same amount of cargo in a longer time, and to 
continually use these roads with such weight, would require constant 
repair with the elimination of the railroad. 

Governor Seysoup. I can make this observation: The weight that 
goes into any vehicle, of course, is a function also of its bulk, and con- 
ceivably trailers will carry up to 12% or maybe 15 tons—I would 
think that. I would question the statement about the time element 
because the turnaround of a railroad car over and across and so on is 
much longer. And I think it’s just common knowledge—I wouldn’t 
like to ask the committee to take judicial notice of that—but from a 
Pacific terminal by truck to an Atlantic terminal, about 42 or 45 miles, 
without the setting up of a train and dispatching and so on certainly 
is faster; and we have, in our efforts to expedite shipments across the 
isthmus, never in any way approached the fast movement by truck 
with the railroad. 

Now, was there another—I think the other was additional mainte- 
nance—is that correct? 

Mr. Byrne. Yes. 

Governor SryBoup. Definitely any highway that is laid down and 
becomes subject to heavy trucking will require heavier maintenance. 
We feel that our share of this on the Boyd-Roosevelt Highway would 
be rather smal! because of the large increment of traffic that will be 
taken on that highway by the Panamanians themselves—same kind 
of traffic. That’s our viewpoint. 

Mr. Byene. It was also testified that in the fiscal vear of 1954 the 
sum of $90,000 was appropriated for the purpose of making a study of 
the feasibility of abandoning the Panama Railroad and constructing 
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a highway over the existing roadbed; and in 1955, an additional 
$90,000 was appropriated for this purpose. Has this money been 
used for the survey? 

Governor SxyBoip. Mr. Byrne, the answer to that can best be 
answered by Colonel Arnold, the engineering and construction director, 
who is directly in charge of the sur vey of that proposed highway route. 
jf» Mr. Byrne. How much is spent, and where is the rest? And what 
did you get? 

Colonel ArNo.p. For engineering studies and for actual field 
surveys, we have spent between $30,000 and $35,000 on this proposed 
highway. 

Mr. Byrne. Private engineering concern or Army engineering? 

Colonel ARNoLD. Panama Canal Company engineers. 

Mr. Byrne. And where is the rest at the moment? 

Colonel Arno tp. I’m not in a position to say. I should say in the 
bank some place. 

Mr. Byrne. How much was spent? 

Colonel ARNOLD. $33,319.50 has been spent. 

Mr. Steers. The balance or the unexpended portion of those 
funds that were appropriated for the study is held in reserve, to be 
either used for further studies, if necessary, or, if the highway is put 
through, used for that purpose or released to the United States 
Treasury if no further action is authorized. 

Mr. Byrne. Now, did you issue a report on the survey? 

(Governor Seybold presented a printed report to the chairman.) 

Governor SrysBoLp. We submit the report referred to by the 
engineering and construction director to the committee. 

Mr. Garmarz. Was it your desire to insert this proposed transisth- 
mian highway report? How do you wish to term it? 

Governor Srysotp. Whatever the title is there, Mr. Chairman. 

Mr. Garmatz (reading). ‘Proposed Trans-Isthmian Highway 
Within Canal Zone.” 

Governor SEYBOLD. It’s submitted as a preliminary report on a 
proposed highway. 

Mr. Garmatz. If no objections, will be inserted in the record at 
this point. 

(The report will be found in committee files.) 

Mr. Byrne. Governor, the Panama Railroad handles without 
revenue to the Company/Government an estimated $3,000,000 in 
currency and coin annually for a commercial bank—without charge. 
Why no charge? 

Mr. Everson. For many, many years, probably 15 or 20 years ago, 
the cash that was transported by the various banks for use of the 
Company/Government was transported on the railroad in a passenger 
car, with bank employees going along with it just paying the passenger 
tariff, and no charge was made for the currency. The currency was 
carried in a bag or satchel as hand baggage. Several years ago the 
subject came up, ‘Why don’t we put it in baggage car and charge 
the applicable tariff?”” What happened was that the National City 
Bank stopped handling of theirs by train; the Chase (National) Bank 
says, ‘‘Well, we carry this as hand baggage, and if we were to freight 
this at the ad valorem rate, it would be an excess cost to us.’”’ If the 
Company handled it as express shipments, the United States Govern- 
ment would then become liable. We would have to assume the 
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responsibility for that in the baggage coach. So we permit them to 
carry the bag as hand baggage and sit down in the baggage coach— 
just carry the bag along with them, with no charge; we get the 
passenger revenue of those accompanying. 

Governor Seysoup. In other words, this is just a satchel that the 
man carries on and off the train. 

Mr. Everson. That’s right—might be 2 or 3 satchels. 

Mr. Bryne. Then the railroad doesn’t assume any responsibility 
for robbery or holdup? 

Mr. Everson. No. 

Mr. Byrne. Is there anything in writing to that effect? 

Mr. Everson. I couldn’t answer that. 

Governor Srysoup. Probably not, Mr. Congressman, as to whether 
or not we would become liable. We don’t see what’s in the bag. 
It could be just his personal property, and is considered as such. 

Mr. Byrne. Governor, does the Company intend to buy an armored 
car for the transportation of this money? 

Governor SEYBOLD. No, sir. 

Mr. Garmarz. Will the gentleman yield for a second? 

Mr. Byrne. Yes, sir. 

Mr. Garmatz. Governor, you say you are not sure—I don’t 
want to cast any reflection—as to what would happen. Is there some 
way that you might have an understanding that the Company is 
relieved of all responsibility if something should happen—sort of 
lock the door, not wait until the horse is stolen? 

Governor SryBoup. That’s perfectly right, and I would ask some of 
my legal staff to answer that. We operate as a common carrier and 
have the usual requirements of a common carrier. Whether or not 
someone who purportedly—we don’t know whether he has $5 or 
$50,000 as he goes on—whether we would be liable or not. 

Mr. Garmatz. Is there something you could do for the protection 
of it? Iam not an attorney either. 

Governor SrysBoup. I think we can look into it, Mr. Chairman. 

Mr. Garmatz. I wish you would have something for the record 
before you get through. It could be very important. 

(The information is as follows.) 

Re legal responsibility of the Panama Canal Company in the event of loss by 
theft or robbery of currency carried by messengers employed by Canal Zone 
banks on trains of the Panama Railroad as accompanied passenger luggage under 
tickets issued to such personnel for their transportation across the isthmus. 

Under sections 1481 and 1497 of title 3 of the Canal Zone Code, the railroad, 
as a common carrier, possesses the liability of an insurer as to all luggage carried 
on its trains except in those cases in which the luggage remains in the exclusive 
control of the passenger. In such latter instances the railroad’s liability is limited 
to losses arising from failure of its employees to exercise ordinary care (sees. 1431 
and 1492). The currency transported by the bank’s personnel as luggage is at 
all times in their exclusive physical possession and control. The Company 
would therefore be liable only for loss of such property attributable to negligence 
on the part of employees of the railroad or other Company personnel. There 
have been no losses in the 40 years the practice has been in effect, and none is 
likely. In any event, the railroad tariff provides a $100 limitation of liability in 
the case of a passenger’s luggage where no value is declared. 

Mr. Byrne. Now, Governor, it was also testified for the record 
this morning, and I will read: “Many parts for railroad cars, some 
new, were placed in the scrap yard in October 1955. They included 
draft gears and yokes for our newest steel box and freight cars, journal 
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boxes, friction draft springs, arch bars, brass hinges, door fasteners 
and others for reefers, 35-foot freights, and PS cars Nos. 1 to 8: 
direct pedestal and couplers for coaches, many parts for the 19-vard 
western dumps, and miscellaneous parts too numerous to mention. 
An estimate of between 80 to 100 tons of this new and used material 
was scrapped during the month of October 1955.” Why? 

Governor Srynoup. Mr. Chairman, at the moment, I don’t know 
that list, and I wouldn’t challenge it at all. Possibly it is so—I don’t 
know. There has been, at my direction, a very active move here to 
reduce excess stocks. When I first came, the General Accounting 
Office, your right arm, criticized the Company greatly for carrying 
excess inventory; so we have, in the last several vears, been very 
active in reducing our inventory. Also we thereby reduce the interest 
burden on such items as that equipment. This excess stock was 
scrapped, I assume because it was in excess of the anticipated needs 
of the railroad, as it was purchased years ago when the car tonnage was 
high. It is quite possible, Mr. Congressman, that some of the parts 
have never been used, because when an organization at a high peak 
of operation buys its stocks for an anticipated future—spare parts, 
anything of that sort——it has in mind its present level of operations, 
which in the situation in question was probably during World War II. 
When that level of operations drops the way the level of operations 
has and will continue to do so here, these items become excess. Their 
maintenance charges, even though they’re just stored out in the open, 
protection, and also interest cost, is a burden which the Company 
logically should not carry. 

| think, in view of this urging by the General Accounting Office 
and our particular desire to reduce stocks, it’s quite possible that that 
happened. 

Mr. Byrne. Governor, would that come through the GSA? 

Governor Srysouip. No, sir; we handle all our disposal ourselves. 

Mr. Byrne. If the railroad were discontinued, what would happen 
to the employees? Would they be absorbed elsewhere. 

Governor SEYBOLD. Mr. Congressman, this, of course, is the hard 
thing, when you are sitting in management’s seat, to answer. The 
employees of this railroad 

Mr. Byrne. United States citizens. 

Governor SryBoLp. United States citizens—that’s what we’re talk- 
ing about; that’s understood—have given this Company and the Goy- 
ernment of the United States most excellent service. I can’t speak 
too highly of any employee in this Company, and it comes pretty 
hard to make a decision, or attempt to, which hurts them. We have 
the mandate of Congress—and I’m telling you right now the problems 
of management of this Company—we have a mandate—it’s a strong 
mandate—and I hear about it many, many times. It is that the Com- 
many must be operated efficiently, with economies. The only answer 
to operating services with economy is with less people. 

Heretofore, we’ve been very successful in placing people when we 
dropped positions. I’m kind of proud of the record. We have in the 
railroad a certain group of people who have been trained in railroad- 
ing, and I know them because I was a railroader once myself. They’re 
dyed-in-the-wool railroaders, and you know what I mean—very diffi- 
cult for them to change occupation. 1 can say we’re hopeful some 
will retire and that some, I’m sure, can get an akin job. And, as | 
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say, we have been placing throughout the organization these folks 
that have been dropped off. However, I can’t assure anyone of a 
full job, nor can I assure them an equal job, which, of course, is im- 
portant to the individual. We do everything we can, Mr. Congress- 
man. But I understand the problems. 

That’s about all I can say, and I can say this: That the Board of 
Directors is extremely sympathetic to this problem. 

Mr. Byrne. Thank you, Governor; that’s all I have. 

Mr. Tumunty. Governor, how many cars have been scrapped « 
have been scheduled to be scrapped since June 1, 1955? 

Governor SrYBoup. Sixty-eight. 

Mr. Tumutty. Despite the fact that, as you say in your testimony, 
there was to be a suspension of activities on the part of the Canal 
Government Company with respect to the discontinuance of the 
railroad until this committee had gone into the matter? 

Governor SrysBoup. Well, I wouldn’t think that, in my opinion, 
Mr. C a ian, that prohibited the management from getting rid 
of excess stocks and wornout equipment and things of that sort. 

Mr. Tumutrty. So there has been a policy of getting rid of what 
you term excess stocks, excess equipment, belonging to the railroad? 

Governor SryBoup. And every other activity of the company. 

Mr. Tumuuty. That has been going on? 

Governor SryBotp. As I say, throughout the Company; yes. 

Mr. Tumutty. Now, you still have an open m ind as to whether i 
should be continued or discontinued? 

Governor SrysBo.tp. Mr. Congressman, as I said in the begining 
and I hope it’s well understood—if the desire of Congress is, as | 
stated 

Mr. Tumuuty. I want what’s on your mind. 

Governor SrysBotp. I don’t think it’s economical 

Mr. Tumutty. In other words, in your mind. 

Governor SeYBOLD. On an economic basis. 

Mr. Tumutry. But your mind is made up? 

Governor Seysoup. Think it proves that; ves. 

Mr. Tumutty. To that extent, there is then a deliberate policy as 
with regard to the railroad—that it should be ended as uneconomic: 

Governor Srysoutp. No, Mr. Congressman, there is no delibe rate 
policy. 

Mr. Tumutry. All right—now let me call your attention to your 
statement. On page 1 of it you state: ‘“‘As a result of our study, the 
Board of Directors of the Panama Can: al Company, in October 1954, 
approved the recommendation that the railroad be discontinued and 
that we convert to motor transportation.’”’? So as early as October 
1954, the Board had recommended that the railroad be discontinued. 
That’s correct, isn’t 1t? 

Governor SeyBoup. Yes, sir. 

Mr. Tumutty. And studies were undertaken, were they not, as to 
implementing that decision—that recommendation? 

Governor SryBoup. Well, I think most of the study has come out 
recently when we were questioned as to the advisability by other 
governmental bodies. 

Mr. Tumutty. Well, apart from that, there was a study taken for 
which you obtained $90,000 in 1 vear, was it? 

Governor Srysouip. That was for the highway, Mr. Congressman, 
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Mr. Tumutty. The existence of the highway assumes the discon- 
tinuance of the railroad? 

Governor SrysBotp. Oh, no. 

Mr. Tumutty. How could you build a highway on top of the 
railroad? 

Governor SrysoLp. The 90—we have the highway, Mr. Congress- 
man. 

Mr. Tumutty. The maintenance of the highway. 

Governor SryBoup. Well, it has been shown—you see, there are 2 
issues here, in which I spoke first to the use of the Boyd-Roosevelt 
Highway, which is in Panama, and the $90,000 Congressman Byrne 
has been speaking of was for a highway study, solely for determining 
feasibility of that highway as a construction across the lake. 

Mr. Tumu.ty. That highway construction—that report part of 
it—is contained in this document which you submitted? 

Governor SryBoLtp. Submitted by the Director of the Engineering 
and Construction Bureau. 

Mr. Tumutrty. Is that correct? 

Colonel ARNOLD. Yes, sir. 

Mr. Tumutry. In your testimony, on page 4, you said: 

In my opinion, a decision to discontinue the use of the Panama Railroad is 
dictated by the fact that it has become, and today is, an inefficient and uneconomic 
method of meeting our transportation requirements. 

That’s regardless of whether there is this new highway which is to 
be built where the railroad now exists, or as an alternative to the 
transisthmian highway? 

Governor SrysBoip. That would be the first and the alternative. 

Mr. Tumutry. Regardless of the highway? 

Governor Srysoxp. In the best interest of the Company. 

Mr. Tumutty. I’m only trying to arrive at what another might 
conclude. There is no doubt, though, that as far as the Company 
is concerned, they are determined, unless Congress intervenes, because 
of the reasons as set forth by you, that the railroad should be dis- 
continued? 

Governor SryBoup. It is the opinion of the Board of Directors and 
management. 

Mr. Tumutty. Whether or not there’s a new highway or whether 
we use—that’s settled—aunless we intervene? 

Governor SryBoup. Well 

Mr. Tumutrty. I mean it’s a decision to be arrived at—part of the 
policy of the Company? 

Governor SryBo.p. That’s correct—it is a recommendation before 
the Congress—I think that would be the term. 

Mr. Tumutty. I notice here in your report of November 1955, 
Proposed Transisthmian Highway Within the Canal Zone, No. 1: 

Prior reports: This report expands and supersedes earlier reports on the same 


subject, and does not cover the economic aspects of truck versus railroad trans- 
portation across the Canal Zone. 








So there were prior reports before this? 

Governor SryBouip. What happened there is that—you see, in our 
work, Mr. Congressman—may I explain the policy a little bit—when 
we develop a new possibility, thought or idea which seems to be bene- 
ficial to the Company, our staff—and in this case, the Engineering and 
Construction Director—starts in to study it. We don’t allow him to 
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make a very great detailed and grand survey and this and that, in 
these studies that you talked about there. Butif the engineering staff, 
with the information that they have on hand and such as can be 
readily obtained ae expense, come up and say, “This looks good,” 
or “pretty good,” or a saying of that sort, then we say, “Well, go 
ahead a little further” —rather than spending a great deal of money in 
the beginning to make a very detailed report, and probably an answer 
that could be obtained much cheaper. 

Mr. Tumutry. So that prior to this report, there had been a decision 
reached that it would be a good idea to discontinue the railroad? 

Governor SryBoup. I don’t think the decision was reached until 
the Board of Directors passed on that at their Board meeting. 

Mr. Tumutty. When was that? 

Governor SryBoup. October 1954. 

Mr. Tumutrty. In this report, on page 7, which you introduced as 
evidence, paragraph 9: 

Construction procedure. It is estimated that 2 years will be required for con- 
struction of the highway. Plans and specifications for the major features of the 


work should be completed during fiscal year 1956 so that construction contracts 
can be awarded without delay in fiscal year 1957. 
And this is the language I direct your attention to: 

It is assumed that the railroad will cease as a common carrier at the beginning of 
fiscal year 1957 and that it will continue in use for approximately 1 year after 
July 1, 1956, as a construction haul road. Is that the policy? 

Governor SryBoutp. Well, that was a plan. 

Mr. Tumutry. Plan? 

Governor SreyBotp. A plan. 

Mr. Tumutry. Perhaps this plan is why certain incidents that were 

testified to today have been occurring. 

Governor Srypo.p. If that is the case, it seems to me a little bit 
finely drawn, Mr. Congressman, because in an organization, when we 
make a plan, I don’t think that you can put any feeling to it—any 
diabolical 

Mr. Tumutty. Nothing diabolical. 

Governor Srypotp. I don’t know. 

Mr. Tumutry. Just pointing out that you are convinced and going 
ahead as if you’re convinced—your engineers, it is assumed. Just 
saying that you have a definite, Sy stematic policy. 

Governor SE YBOLD. We haven’t spent the last money we have here 
further. There’s $140,000 left which I expect if we spent might bear 
out your statement; but we haven’t done it. 

Mr. Tumvuury. What I am pointing out is, Governor, that there’s 
nothing here to show any action since the action of the Board of 
Directors, when they made the recommendation that the railroad be 
discontinued, of seeking means to make it more profitable. Instead, 
the assumption—no implic ation of anything diabolical; no quarreling 
with the good faith involved—that the assumption is that this thing 
is out of date—or this new “dream road” that will go through the 
“black swamp.” 

Governor SEYBOLD. Excuse me, I was thinking, Mr. Congressman. 
Will you tell me about this “‘black swamp’’? 

Mr. Tumutry. I am pointing out that there is nothing before us to 
indicate any alternative policy of attempting to find ways and means 
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of making the railroad economically profitable. Have any such steps 
been taken since October 1954? 

Governor SryBoup. We have tried in every way to reduce expenses 
on this railroad and make it profitable. When I came here we were 
running five trains a day. We were quite a bit in the red; so the rail- 
road people and the railroad people running railroads came to me, 
and thought that we could do better by having three trains a day. 
Then we came back to four trains, with which I think we get more 
traffic across at less cost than any other plan. We actively go around 
and try to get tourist trains. We run quite a number of tourist 
trains; we put special cars on usual passenger trains crossing the 
isthmus, and have attempted within our organization to build up the 
railroad to serve the organization. 

Now, as I said earlier, Mr. Congressman, if one takes one view of 
it, | think that possibly I could be severely criticized; but I want to 
show you how management has approac ‘hed this problem. We have 
not—and I re peat ‘‘we have not’’—gone into active competition with 
the Panamanian economy in trying to deprive that economy of such 
bene fits as we would get in hauling their own equipment. I won’t 
say ne they are not new—but these problems of the economy of 
Rca that affect the zone are of utmost importance to all of us, 
and we have to take the responsibility in this, and throughout the 
Department of State, and all other bodies, including the Congress of 
the United States. As I may say—and I think you will agree it’s 
right—we have fostered the Republie’s economy this way, of didee 
as best they can for themselves. And we should not reach out in any 
way for any of that economy in competition, so we feel it is right and 
proper that they haul their own things, because in that way that 
economy goes into Panama, where, as I have seen, it is badly needed. 

Mr. Tumuury. Well, I don’t see how you could make that answer 
to the questions | propounded. But if you are going to build a road 
which runs parallel, that is certainly going into competition. 

Governor Seynoup. I don’t understand that, because they still 
have their road. 

Mr. Tumutry. If vou build another road, you’d take the traffic 
away—— 

Governor SryBouip. We haul our own over that route. 

Mr. Tumutry. What about the Army and Navy—why don’t they 
utilize the railroad? 

Governor SrysBop. I can’t tell you why they don’t, sir. I think 
the committee could call representatives of other services. I don’t run 
the Army and Navy. 

Mr. Tumuuiry. They were customers of yours and you lost them. 
Why don’t you find out why they quit? 

Governor SryBoup. I can assure you that I can give you what could 
be the answer, and that is: They found that it is uneconomic. 

Mr. Tumut. TY. See, what attracted my attention to the assumption 
in this engineers’ report is that your projected end—in 1958?—almost 
paralle ling it, almost coincidental. I notice that in your tabulation on 
page 6 of your statement, you had an average there of 1935-39, 319,059 
tons of freight carried and 430,349 total passengers carried. Does that 
mean yearly? 

Governor SryBoup. Yes. 
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Mr. Tumutty. In 1942 it jumped to 1,781,434 tons of freight carried 
and 1,001,567 total passengers carried. 

Governor SryBoup. Those were the war vears. 

Mr. Tumutry. So that this projection of vours has not taken into 
account that this country may be engaged in another war? 

Governor SryBo.p. I’d like to comment on that. I'll answer the 
question, and then comment on it, if you don’t mind. The answer 
is ‘No, the projection does not take into account a possibility of a 
war.” The way we feel about that, there are two things: One is if 
this committee or the Department of Defense or anyone else would 
feel that the railroad is a defense reserve, we’d only be too glad to 
receive payment for maintaining it in either mothballs or, as I would 
think would be better, to actually operate it and have the loss paid 
back to the company so that it isn’t charged specifically with a defense 
reserve operation. Mr. Congressman, we certainly would be very 
pleased on such a basis if that were subsidized by any of the Armed 
Forces. 

Mr. Tumuuty. Governor, in any event then, from what you’ve 
said—as you say it’s your opinion that the railroad will be still operat- 
ing so long as the Department of Defense would assume its respon- 
sibility of maintaining it—assuming there is responsibility, in opera- 
tion. Then there would be no need for this new highway which is 
planned? 

Governor SryBoup. No. 

Mr. Tumutty. So that there is an alternative plan, which would be 
agreeable too? 

Governor SEYBOLD. Exactly. 

Mr. Tumuuty. To maintain the railroad? 

Governor SryBoLtp. We would operate it very much the way it is 
today. The losses would be reimbursed to the company. 

Mr. Dorn. I wanted to state for the record, in case anyone thought 
that any of my remarks were meant to be personal between the 
governor and me, there was absolutely no such thought on my part. 

Mr. ALLEN. Mr. Governor, page 5 of your statement, the sentence 
that says, ‘The railroad freight volume has declined 48 percent since 
1949.’ I presume that the categories of shippers or consignees are 
the Company/Government, the Army, the Navy, and other com- 
merical users. Do you know whether the decline in freight volume 
has been spread equally percentagewise to all users; and if the per- 
centage of the Company/Government stayed up to approximately 
the percentage in 1949, while the loss has continued in the loss of 
revenue from other users? 

Governor SeYBoLp. | haven’t the figures for that, Mr. Allen. Our 
Company/Government tonnage, in my mind, without referring to 
figures has been held at a fairly level stage. On the other hand, our 
building programs are over, and we haven’t many large programs ex- 
cept the 25-60 cycle, and that doesn’t require too much materials to 
move to take its place. Of course in the early forties, why, we had 
the heavy traffic of the Armed Forces and the war period. I think 
I’d have to look up the record in order to answer that specifically. 

(The information is as follows.) 
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Tons of freight hauled by Panama Railroad 
PANAMA RAILROAD COMPANY 





Company and 
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PANAMA CANAL COMPANY 
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1 Commercial includes all through cargo, including an undetermined amount for Company and Govern- 
ment and Military. 


2 Decline in rock, sand, and gravel tonnage is due to reduced construction activity in the Canal Zone. 
8 Decline in general freight tonnage is due in part to reduction of stock inventories, to purchase of stock 
cement, lumber, and foodstuils) in Panama, and to general decline in Company operations. 


Mr. Auten. During testimony this morning, there was quite a bit 
of comment on the nature of the fill which ‘presently supports the 
tracks and the fact that, even now, parts of it sink at a fairly uniform 
rate which is quite high per month, and that other parts are of such 
material that have one consistency in the wet season and another in 
the dry season, requiring constant realinement of tracks. And the 
thought was expressed that it would be very difficult to put a highway 
over that, particularly a highway the surface of which was not at all 
flexible and cannot be easily repaired. Have you studied the nature 
of the proposed highway in the light of that type of factual statement? 

Governor SsyBoup. All of our preliminary look-sees at this fill to 
our engineering staff, and all of our technic al people who are involved 
in just that type of work, indicate that there is no question. I wonder, 
Mr. Allen, if also they are not somewhat getting mixed up with parts 
of the fill that aren’t in this stretch. I believe that there was—I 
don’t know all the details of operating this railroad—but I think that 
the problem area was across Miraflores Lake, which of course is not 
in the picture. I can only say again that our technical people assure 
me that there is no question about the suitability of this fill to receive 
a highway as servicing. Of course, railroad track—you constantly 
work on it because it has the cushioning effect of a ballast, and as 
ballast is put in and taken out, of course it does sink, so you have to 
take possibly the effect of that on the railroad into consideration. 

Mr. Auuen. Also it is handy to be able to pour the ballast through 
the ties, but harder on a concrete road. 

Specifically, General Steese was quoted—a letter from General 
Steese was quoted—and I’m curious as to whether the opinion that 
he expressed had been expressed heretofore to whomever made the 
survey and whether it had been taken into consideration and the 
problem looked at and a conclusion come to upon it. 

Governor SEYBOoLp. I’ll turn this over to—I will have my engi- 
neering director speak in just a moment—but the conditions that 
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General Steese assumed I feel positive are not those that we’ve 
assumed. General Steese, I am quite sure, although I haven’t talked 
to him, assumes the 4-lane highway, in which case, no doubt, Mr. 
Congressman, there’d be plenty of trouble in maintaining that fill. 
But the present fill that we have, that we only want to put a 2-lane 
highway on, has been on all these surveys perfectly satisfactory. 

Mr. AuuEN. Is General Steese an Army engineer, retired? 

Governor SryBop. Yes, sir. 

Mr. ALLEN. That’s sort of your background too? Your experience 
is somewhat comparable to bis although different. 

Governor SryBo.p. I think so. 

Mr. Dorn. I just wanted—I had spoken to General Steese in 
New York just a few months ago, and it was my opinion as a result of 
that conversation—because I talked to him about a 2-lane highway— 
what he stated applied to a 2-lane highway. 

Governor SryBoup. Of course, I just can’t understand that, because 
the service record of the fill is there all these years. 

Colonel ArNoLp. I will have to take a little time to answer that 
question. 

That railroad was built with great effort. There were about 16 
million cubic yards of earthwork involved. About three and a quarter 
miles of the railroad is through the (Gatun) lake section. The fills 
through that lake section range in height from 70 to 75 feet. That’s a 
high fill. It was built “in the dry” by the use of railway trestles, 
dumping earth and rock through and over the railroad tracks. 

These are two particularly bad areas within that 3-mile section— 
one about a quarter mile long, and one about six-tenths of a mile long. 
At those two places the bottom is a fairly dense clay about 20 feet 
thick, but under the 20 feet of clay there is about a hundred feet of 
muck before you get to rock again. At these two locations the builders 
experienced some serious foundation failures. On one occasion, the 
fill had been built up to about elevation 75 (above sea level), the 
foundation failed and the fill dropped about 30 feet. (The top of the 
fill was to have been elevation 92 feet.) The muck in the foundation 
just oozed out from under the fill and heaved up outside the limits of 
the fill. In the second failure, which was of the same type, but maybe 
not of the same magnitude, the fill dropped about twenty-odd feet. 
Consequently, whereas the builders started out on a program of build- 
ing this fill on a 2-on-1 slope, they ended up with slopes as flat as 
50n1,40n1,30n1. The builders used a procedure of continuing to 
dump rock until the fill stabilized itself (and full height attaimed). 
[t is significant to note that once they submerged the fill in water, 
there were no more failures. 

[t is also significant to note that there were never any embankment 
failures. They had 2 foundation failures, and 1 slide, the slide 
being on the end of the fill at Monte Lirio—but there have never been 
any embankment failures. Now, that fill has been there some 41 
vears and the fill itself is stabilized. 

As late as 1948, the Special Engineering Division, which was sent 
here basically to study the sea-level canal or alternate improvements, 
made a very exhaustive study of that fill and the entire railroad bed. 
As a result of their extensive tests, which included taking undisturbed 
samples, core borings, et cetera, they had planned to dosomething 
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really of a big magnitude. I would like to read from Isthmian Canal 
Planning Memo 74 dated 1948 (p. 74-1) 


STABILITY ANALYSIS, MONTE LIRIO RAILROAD FILL 


1. Description of Monte Lirio Railroad fill—The existing railroad causeway 
crossing the eastern arm of Gatun Lake from Monte Lirio to the mainland near 
Fort Davis will be widened and strengthened during sea-level canal construction 
to serve as the dam for the Monte Lirio flood-control reservoir. The crest of the 
present fill will be increased from its present width of 40 feet to 100 feet to provide 
for the construction of a new transisthmian highway. 

So you see, they were thinking of having the fill serve as a three- 
purpose structure: a railroad, a highway, and flood control dam, which 
would be quite a strain on a fill. 

Anyway, they made tests under three conditions, to test the strength 
of the fill. Case I, which is our case—this is very important [reading 
again, from p. 74-5 of the same report): 

Case *- Presen f fill 

The cross section of the fill as originally constructed is shown in figure 8. Under 

the conditions of having the water surface on both sides of the embankment at 


elevation 85 
as is now the case— 
the following factors of safety with respect to sliding of the fill were found: 


They (the special Engineering Division) used three different methods: 


Method: Factor of safety 
Swedish circular are method 1. 35 
Elastic theory method (not shown) : L 1. 48 
Plastic theory method a = a 1. 44 


They concluded that the present fill under its present usage had a 
factor of safety of about 144, which is ample. In structural work, you 
might figure on higher factors of safety, but in this kind of work where 
you are des ling with soil and rock, et cetera, a one-and-a-half figure is 
an excellent factor of safety. 

Mr. Garmarz. All this fill has gone into this one spot? 

Colonel ArRNoupb. In this 3%-mile section. 

Mr. Garmatrz. What date was that report? 

Colonel ARNOLD. 1948. 

Mr. Garmatz. Does that answer your question? 

Mr. ALLEN. It answers part of it—whether they considered it. 
I think it is worthwhile getting the conclusion. 

Colonel ArNoupD. Here is the conclusion [reading again, from 74-7 
of the same report]: 
Discussion of resulis * * * 

The analyses indicate that case I, which represents the present condition of 
the Monte Lirio fill, and case III, which corresponds to the widened section 


recommended for the Monte Lirio dam in appendix 9 of the Governor’s report, 
have ample stability. 


Now—— 

Mr. Garmatz. Is that the end of your statement? 

Colonel Arnot. No, sir. I would like to state why we think the 
fill has ample stability. We do not intend to impose any additional 
load on the foundation nor upon the berms which give support to 
the fill at its foundation; the loads that will be imposed upon the fill 
as a highway will be much less severe than they are at present. 5o, 
therefore, if the fill is now stable, if we add no more load to the berms 
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nor to the foundations, and if we use a less severe load, we see no 
cause for concern. 

Mr. Auten. Turning to another subject, Governor, there was some 
question about the Army moving gravel on barges. I am curious 
whether in the moving of barges through the locks or through the 
canal an Army tug carrying—towing—Army cargo pays a tariff com- 
parable to the regular charges for commercial use. 

Governor SeYBo.Lp. We place charges on the tug going through the 
canal. 

Mr. Auten. Then the Army cost figures in determining whether to 
barge the load or to use the railroad would be on the basis of the cost 
of the Army loads? 

Governor Srysoup. I would expect; yes, sir. 

Mr. ALLEN. Getting into this policy of yours a little bit, I take it 
from what you have said, that your conclusion that the operation of 
it is uneconomic is a conclusion that you’ve come to after what you 
have considered a full investigation and is final in your mind at the 
moment. 

Governor Srynoup. Under these conditions; yes, sir. 

Mr. Auuen. If there is no change in law, as I understand it, the 
responsibility is with you and with the Board of Directors to carry out 
the operation in an economic fashion, the whole operation. 

Governor SryBoup. That’s right. 

Mr. Auuen. And if there is no change, then pursuing your duty 
under proper law, you'll abandon the railroad? 

Governor Sryrouip. We of course will not abandon the railroad 
before action of the committee. 

Mr. Auten. At the present time, it’s a courtesy matter that you 
will not act until our committee reaches a conclusion. 

Governor SrYBOoLD. It’s more than that. It’s an understanding 
throughout all departments and everyone that nothing will happen 
until the answer is here. 

Mr. ALLEN. It just says if Congress doesn’t do something about it, 
you've got to. 

Governor SryBouD. Well, it stays in status quo. 

Mr. ALLEN. Now, if the policy of Congress is changed or expressed 
contrary to any determination to abandon the railroad, I take it that 
without question you will follow the policy announced by Congress. 

Governor SeyBotp. Exactly. 

Mr. Auuen. And one further point: Is there any intention at the 
moment, by indirection rather than directly, to implement the policy 
of abandoning the railroad until the policy of C ongress is determined? 

Governor SEYBOLD. Not at all, sir. 

Mr. Garmatz. We will recess until tomorrow morning at 9 o'clock. 

(Whereupon the hearing was adjourned at 4:20 p. m.) 
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THURSDAY, DECEMBER 8, 1955 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON PANAMA CANAL OF THE 
CoMMITTEE ON MERCHANT MARINE AND ye omg 
Balboa Heights, C. Z. 

The subcommittee met on Thursday, December 8, 1955, at 9 a. m. in 
the board room, administration building, Balboa Heights, C. Z., Hon. 
Edward A. Garmatz (chairman), presiding. 

Mr. Garmatz. The hearing will come to order. The first witness 
this morning is Governor Sey bold, to finish his testimony of yesterday. 
I think it was Congressman Dorn who was about to ask some ques- 
tions when we recessed until this morning. 

Mr. Dorn. Governor, I wondered if you would introduce, for the 
record, the names and the rank of the men who are here with you, 
your subordinates to assist you in your testimony. 


STATEMENT OF J. S. SEYBOLD, GOVERNOR OF THE CANAL ZONE 
Resumed 


Governor SrysBoup. Will each of my staff give his name for the 
record, and also his position? 

(Whereupon, the following gave their names and positions: Hugh M. 
Arnold, colonel, Corps of Engineers, United States Army, Director, 
Engineering and Construction “Bureau, Panama Canal Company; B. I. 
Everson, Director, Transportation and Terminals Bureau, Panama 
Canal Company; Paul Runnestrand, Special Assistant to Governor- 
President, Canal Zone Government-Panama Canal C ompany; W. Mer- 
rill Whitman, Secretary, Panama Canal Company; Philip L. Steers, 
Jr., Comptroller, Panama Canal Company; Hugh A. Norris, econo- 
mist, Executive Planning Staff, Panama Canal nen William G. 
Arey, Jr., information officer, Panama Canal Company. 

Mr. Dorn. Governor, which of these members of your staff have 
experience in railroad operation? 

Governor SrysBop. I think only Mr. Everson, which he has ob- 
tained since he has been in his present position of Transportation 
Director. 

Mr. Everson. Yes, sir. 

Mr. Dorn. He has no experience before becoming Transportation 
Director of the Canal Zone? 

Governor Sryspotp. No. And the railroad, of course, is one 
division in his directorate. 

Mr. Dorn. And he does, though, direct the operation of the 
Panama Canal Railroad—— 

Governor SEysoutp. He has the administration and supervision of 
several divisions, amongst which is the railroad. The Railroad 
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Division, of course, is operated by an experienced railroad man of 
long-time experience. 

Mr. Dorn. And that railroad—the man isn’t here now? 

Governor SeYBOLD. No, sir. 

Mr. Dorn. And that administrator, under Mr. Everson, operates 
the railroad and is responsible to Mr. Everson, who in turn is respon- 
sible to you, Governor? 

Governor SEYBOLD. Yes, sir. 

Mr. Dorn. Now, who is the administrator that we have been talk- 
ing about of the railroad? 

Governor SryBouip. Mr. Stokes. 

Mr. Dorn. What is his background in the railroad business—do 
you know? 

Governor Srysotp. I know it is a lifetime background, sir. I don’t 
know the full details of his experience. He was in charge of that 
operation when I came, and I didn’t go into all the details of his back- 
ground and experience. I could get that for the record. 

Mr. Dorn. I think it would be wise to have it inserted at this 
point, if no objections. 

Mr. Garmatz. No objection. 

(The information is as follows:) 


Railroad experience of Edward N. Stokes, superintendent, railroad division 


Period Employer Occupation 
1916-17 (9 months .---, Baltimore & Ohio RR__--_----- ...| Section laborer. 
1918 (6 months Miami Conservancy District, Ohio Instrument man and assistant chief of 
party. 
1919-34 (16 vears)........| Cleveland, Cincinnati, Chicago & | Chainman, rodman, instrument man, 
St. Louis Ry. (New York Central accounting engineer, assistant engi- 
Lines). ; heer. 
1934 to date (21 years) Panama Railroad Company and 
Panama Canal Company: 
1934-36 __- ..---------| Assistant roadmaster. 
1936-50 ___ ..-----| Roadmaster. 
1950 (1 mein, ect = | Administrative officer. 
I ates ic codecs ade nsec coctndaet pease | Director, Railroad and Terminals 
|; Bureau. 
I i ee ee | Superintendent, Railroad Division. 


Mr. Dorn. Now, under Mr. Stokes, what is the railroad setup? 

Mr. Everson. Under Mr. Stokes, we have a master of transporta- 
tion, which is the operating official; and the roadmaster, who is the 
maintenance official. 

Governor Sryso.ip. We can also give you an organization chart of 
that organization. 

Mr. Dorn. I think it would be good to have it in the record. 

Mr. Dorn. And do you know “the bac ‘kground and railroad ex- 
perience of the men that have been mentioned? 

Mr. Everson. The master of transportation has been in railroading 
for probably the last 30 years, and Mr. Dorsey, who is roadmaster, 
has railroad experience with the Big Four, probably 25 to 30 years. 

Mr. Dorn. You don’t know the exact incident of his experience’ 

Mr. Everson. No, sir. 

Mr. Dorn. I again request you have it for the record so that the 
points that were made in prior discussions could be clarified. 
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Governor SryBo.tp. We’d be very glad to furnish that information 
for the record. 
(The information is as follows:) 


Railroad experience of John W. O’Connell, master of transportation 


| 
Period | Employer Occupation 





1920-30 (11 years) | Oregon-Washington Railroad & Navi- Telegrapher, station agent, relay 
gation Co. (Union Pacifie System). | operator, car distributor. 
1933 to date (2242 years) | Pans ama Railroad Company and 
Panama Canal Company: 
1933-49 bape estht Agent-operator, station agent, yard- 
master-operator, train dispate “4 or. 
-caneanceecces---} Chifef train dispatcher. 
1954 to date ; | Master of transportation. 


Railroad experience of James A. Dorsey, roadmaster 


| 


Period Employer | Occupation 
1920-36 (1532 years) _.-._- Cleveland, Cincinnati, Chicago & St. | Track laborer, assistant foreman, sec- 
| Louis Ry. (New York Central | tion foreman, assistant track super- 
| Lines.) | visor. 
1036 to date (1944 years) . Panama Railroad Company and | 
| Panama Canal Company: 
DTG atop dd dad a nchlaceoneiens Track foreman. 
| 1945-50 ...| General foreman. 
| 1950 to date ; Roadmaster. 


Mr. Dorn. Governor, in your testimony yesterday, you men- 
tioned that you had seen that everything was done to cut expenses so 
that the railroad could possibly show a profit, that certain trips with 
the railroad had been cut out, other trips added, that quite a bit of 
scrap and had been sold and soon. Was there anything else that was 
done besides these things to attempt to make the railroad show a 
profit? 

Governor SrysBo.p. Well, our attention was largely on economy of 
operations. The viewpoint ‘of making it compete as a public service 
through the zone and to its present commercial operators was not 
pushed for the reasons that I stated yesterday—in competition with 
the Panamanian economy. I think that’s about the best answer I 
can give to that, sir. 

Mr. Dorn. Don’t you think that the railroad should be pushed, 
Governor, that the railroad should be sold as a business force in the 
community? 

Governor Srysotp. Within the Canal Zone, I agree with the Con- 
ireynen, I think that we should offer our services to the Armed 

orces. They know what they are, and they know the rates. We 
feel that they are perfectly able to judge for themselves which is the 
better way of doing it. And that’s the way it’s been left, because we 
felt that the Armed Forces have to do that in their own administrative 
areas, to determine which is the best method of transporting their 
goods themselves, as such. That’s been the attitude we’ve taken 
throughout. 

Mr. Dorn. Don’t you think it should be considered as a healthy, 
competitive factor with the transportation that operates over the 
highway, so that steamship men would use it, so that Panama mer- 
chants in general might use it if they so desired? 
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Governor Srysoup. Well, Mr. Congressman, as I say, that approach 
as to attempting to get the cargo that’s handled for Panama, the 
company has adopted, in feeling that we should feed that economy 
back to Panama—that may be wrong—I don’t know. 

Mr. Dorn. I don’t know either. I am asking you. 

Governor SryBotp. We feel that to plow that back for them to do 
their own services has been quite correct. Now, that can be looked 
i in very many ways, but that has been the attitude of the 

ompany, and I think it has been the attitude of the State Depart- 
ment. 

Mr. Dorn. Well, let us suppose, General, that this committee was 
to decide that the railroad should be kept. Would you not then be 
able to go to the Army, go to the Navy, go to the steamship people, to 
attempt—as hasn’t been done before, I take it—to sell the railroad, 
to have them use the railroad, rather than Army trucks, Navy vehicles? 

Governor SryBo.p. Well 

Mr. Dorn. And in competition with Terminales and other trucking 
concerns? 

Governor SryBo tp. I don’t know about the latter, sir, because that’s 
one of the international problems that the Armed Forces and the 
Panama Canal have here—we assist, as we feel is our mission, the 
policy of the Government of the United States. Sometimes, the 
overriding policy of the Government of the United States may be 
somewhat difficult to any of its particular units and small activities 
like this in comparison to the United States Government. So we feel 
that the overall policy is more important than to do such a thing. 
We know that if we handle active—and I want to be perfectly frank— 
if we handle very active competition, we will receive considerable 
criticism. Well, we understand that, and we received criticism in the 
past. But that’s the problem, Mr. Chairman. 

Mr. Dorn. Coupled along that line—you’re working up a question 
there—active competition would mean proper rates. And I think—I 
don’t want to get on that at the moment—that was in line with the 
next question. But proper rates, in turn, I think we would agree, must 
be charged to the Army, Navy, and the steamship owners, as well as 
the other—merchants in Panama. I don’t know whether the rates now 
are proper or not. Don’t you agree that that would assist in getting 
back some of the lost business and putting the railroad on an economic 
basis? 

Governor Sryso.p. I think that that would require a great deal of 
study, Mr. Dorn—rates commercially, if they’re based on costs here 
for this railroad—and as I say, I’m only trying to think this problem 
through in my mind in the moment—based on the cost of this railroad, 
I doubt it could be competitive with trucking. I simply doubt that 
it could be made so. If we could go into a rate—may I say rate 
war—which commercial companies do, and for a long time show heavy 
losses in order to bring back to that facility all the volume, then, 
having once the volume, you probably could move into that but that 
would have a loss, and of course we couldn’t do such on—— 

Mr. Dorn. I think the committee here would agree it would be 
unwise. 

Governor Srrso.tp. The volume—rates and volume, of course— 
they go hand in hand. But again, I don’t think, by any means, that 
we could compete ratewise with companies in trucking. I say we 
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haven’t gone through that whole thing except to show on our projected 
volume we can’t do 

Mr. Dorn. I want to come to that point later on. We've gotten 
off the point I had started with, Governor. And that was my ques- 
tion about contacting the Army and the Navy and the steamship 
lines. That could be done and probably would be done if the railroad 
was decided to be kept. 

Governor SrysBo.p. Yes, sir. 

Mr. Garmatz. Will the gentleman yield? Would you also want to 
include the commissary, competing directly with ourselves? 

Mr. Dorn. Very definitely. I wouldn’t want the Governor to con- 
sult with himself. I think he’d have to sell himself that it would be a 
good idea to transport some of these goods that are now being trans- 
ported on the highway. 

Governor Srysoup. There’s no doubt it could be done, and as I say, 
it’s only been carried by truck in order to get a better quality of goods. 

Mr. Dorn. We started on the rates, Governor. How are the 
rates—Panama Railroad rates—set? How does it work? Who does 
it in just the general situation? 

Governor SrYBoLp. Well, of course we have a ratemaking group or 
tariff-making group in the office of the comptroller, and that par- 
ticular rate that’s set is based on various elements at various times. 
And also we have tried to introduce the element of, where we do have 
a commercial rate feeding commercial activities—to consider the 
commercial aspect of that particular rate. There’s no tried and fast 
formula except that in all the rates, we try to cover the divisional 
costs—divisional overhead—and the depreciation and interest. The 
rates of the railroad, of course, are generally gone through and set up 
by the ICC, and it’s pretty much a matter of judgment. 

Mr. Dorn. Are your rates set up by the ICC? 

Governor Sryspoip. No—I say usually in the States. But here we 
try to put into the rates the best judgment of the conditions that we 
have and considering also the—in this case—competitive conditions 
that we have. 

Mr. Dorn. Well, in your staff who sets the rates? 

Governor Srysoip. Well, I suppose that I approve the rates. 

Mr. Dorn. You unfortunately have to approve of everything, 
eee But I mean who sets the rates under you in your general 
staff? 

Governor SryBo.p. It’s the comptroller. 

Mr. Dorn. Well, the comptroller, as such, not being a railroad 
man—who in your staff, as a railroadman, would set the rates? 

Governor SeysBotp. There isn’t any railroadman, of course, in the 
comptroller’s staff. 

Mr. Dorn. Don’t you think that setting railroad rates should really 
come under the railroad department and go through the railroad 
department, then perhaps through the comptroller to you—but in the 
railroad department itself—for an efficient operation? 

Governor Sryroip. No, sir; in my mind, that is not—I mean we 
don’t do that, and I think—well, I don’t think we should do what you 
said. We look upon all of these things as a business and thoroughly 
investigate any activity we have, as a business—as a business. And 
our railroad people, of course, are operating people. 
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Mr. Dorn. Of course, that’s a condition—that this railroad should 
be operated more as a business than it has been. And a business looks 
for business; a railroad tries to keep business. 

Governor SrysBoup. I understand the Congressman’s point, and I 
think that this situation we have here is somewhat unique. And to 
go on with your question—and then I’d like to go back and discuss the 
unique situation of the railroad—when the rates are set up, the director 
of the operating division—in this case Mr. Everson—of course is 
consulted and called in and all the elements considered ; that is, volume, 
competition, all that, besides just the true accounting side. We rely 
on the director of that activity to give us the background and his 
viewpoint of that activity as a business rather than the operation 
side. We feel, Mr. Congressman, that in doing that we have full 
confidence that our personnel have the qualifications to give us that 
area of consideration that you have in mind. We feel that—and I 
think it is quite true—that any change as we have looked at this—any 
change in rates, will not—either up or down—would not assist us. 

Mr. Dorn. Weren’t the rates recently lowered? 

Governor Seyroip. Wasn’t recently. 

Mr. Everson. Many years ago. 

Governor SrysBo.ip. Of course—— 

Mr. Dorn. And again, if there’s been many years since rates have 
been changed, don’t you think those rates should be examined into 
to decide whether or not, in view of the changes that have taken place 
in the world and here in the canal, that for profitable operation, those 
rates should be reviewed? 

Governor SEYBoLb. We certainly would be very glad to review the 
rates. 

Mr. Dorn. I am not asking you to do that; perhaps they should be 
reviewed periodically in the ordinary operation of the business. 

Governor SeyBoLp. Well, when we say that, I think the Congress- 
man has in mind a very formal review and that. 

Mr. Dorn. Not a very formal—very careful and exacting review 
and a review of the present situation. 

Governor SEYBOLD. We always periodically, but at no set times, we 
have these general overall discussions with our bureau directors and 
all those problems are considered. I think even that matter was gone 
into at least fairly well by your General Accounting Office group that 
was here recently or the year before. And I can assure the 
Congressman—— 

Mr. Dorn. I notice you stated before “your General Accounting”’ 
or ‘“‘my General Accounting group.’”’ I have no control over them, 
Governor. 

Governor SryBoup. Sorry—they tell me they’re working for you. 
I will stop there. But—no—we will go into that rate question again, 
with all the elements that are in. 

Now, I don’t want to get the record too cluttered up, but our 
unique position, when I said that, Mr. Dorn, is what I’ve said all along: 
First, we here have felt that the Armed Forces are judging how they 
can do their job the best. I’m sure that constantly they’re watching 
their operations, observing how it is. They know the service we can 
give them on the railroad—been here for many years—and so we 
haven’t as you might say, placed a demand on them. And likewise, 
in this overall viewpoint of the economy of Panama, we haven’t gone 
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and actively moved into that area in competition—with the railroad. 
And you know the prospective move that’s being made, which we’re 
not discussing here. If it is felt that possibly that isn’t doing the best 
for the Company or the Government of the United States, or even 
Panama we'd be willing to look back into that type of policy. I think 
it is right. 

Mr. Dorn. Yesterday, Governor, there was talk with reference to a 
stateside contractor who paid for certain scrap material, was awarded 
the bid, and having been misinformed, through accident I take it, as 
to the cost of his transportation, complained when certain switching 
charges were added to his cost of transportation. I wonder whether 
you or your subordinates have checked into that over the evening and 
found out what your records show with reference to the subsequent 
change in rate and continuance of that change in rate. 

Governor Sryso tp. I doubt if that has been done; we will do it. 
And if there’s been any injustic e to the railroad activity in favor of 
possibly another activity, I’m sure our books will correct that. 

Mr. Dorn. Well, I’d like you to go a step further there too, Gov- 
ernor, because there are certain elements in the transaction of possible 
wrongdoing. I don’t know whether there were, or whether there was 
anyone who had anything more than perhaps overzealousness in his 
job—perhaps not even that. But I do think it should be checked 
into, and I would ask, with the chairman’s permission, that you give 
us a statement for inserting in the record at this point, with reference 
to that entire situation and transaction. 

Governor SeYBoLD. Be very glad to. 

Mr. Garmatz. No objection. 

(The information is as follows:) 


STATEMENT EXPLAINING THE REFUND oF $190 SwircHING CHARGES TO THE 
FEeRROTAR Corp. 


In memorandum dated December 13, 1954, the Procurement Officer, New York 
Office, Panama Canal Company, advised the Superintendent of Storehouses that 
prospective bidders for scrap and excess materials had inquired as to the cost of 
transporting scrap on the isthmus via the Panama Reilroad. The Superintendent 
of Storehouses referred the question to the Transportation and Terminals Bureau. 

The Panama Canal Company published tariff has two pertinent sections which 
read as follows: 


“Item 600—Railroad freight transportation 


““(n) Serap of all kinds, secondhand or obsolete material, equipment or property, 
purchased from the Panama Canal Company or from local units of the Armed 
Forces in carload or less than carload lots, from place of purchase to destination, 
initial movement only, per 100 pounds, $0.20. 


“Item 620—Railroad switching 


“620.4 For switching freight in carloads from industrial or private tracks to 
yard, for movement over the main line, per car, $5.” 

Because the wording of section 600 (n) appeared to comprehensively cover all 
costs of transportation of scrap by the railroad, the Transportation and Terminals 
Director in his reply to the Superintendent of Storehouses failed to indicate that 
section 620.4 governing switching charges would also be applicable to scrap ship- 
ments. Accordingly, the Superintendent of Storehouses advised the New York 
office that there would be no switching charges and the New York office, in turn, 
so advised the prospective bidders, including the Ferrotar Corp. 

The Ferrotar Corp. was the successful bidder on scrap sale invitation No. 159 
in May 1953. When billing the Ferrotar Corp. for scrap shipments in connec- 
tion with the sale, switching charges in the amount of $190 were included. The 
Ferrotar Corp. subsequently protested the switching charges on the ground that 
they had been advised by the Panama Canal Company that there would be no 
such charges and had computed their bid accordingly. 
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The Comptroller, Panama Canal Company, upon reviewing the protest, 
approved a refund of the $190 switching charges on the basis that the Ferrotar 
Corp. had quoted their bid in accordance with information furnished them by 


the Panama Canal Company and to refuse a refund for the switching charges 
under such circumstances would be inequitable. 


With the next revision of the Panama Canal Company Tariff, sections 600 (n) 


and 620.4 will be amended so as to correct the present ambiguity and preclude 
further misinterpretations. 


Mr. Dorn. How far back, Governor, was the idea of abandoning 
the railroad first started? 

Governor SeysBoxp. I think it came up and started about the time 
of the, may I say, the General Accounting audit. 

Mr. Dorn. When was that, Governor—about what year? 

Governor SryBoup. I think there’s a correction in that. To the 
best of my recollection, I think the statement here [reading from 
document] ‘“The House Committee on Appropriations directed a study 
be made of the possibility of converting to highway transportation in 
1954.” The railroad, of course, had been under management’s study 
for some time. 

» Mr. Dorn. Well, didn’t the discussion, the idea of abandoning the 
railroad, start earlier than 1954? I mean, you’re pointing out that 
that’s the first time it was in a congressional record. 

Governor SryBoup. Well, I—it’s very hard to pinpoint the time 
that the abandonment—when I came here in 1952, under instructions 
of the Board—they said to judge all of your activities. But I 
can’t—— 

Mr. Dorn. To judge all of your activities 

Governor SryBo.p. On an economic basis. They felt that a great 
deal could be done—the steamship line, railroad, and so on—and both of 
these activities, as I remember—that’s sort of off the cuff somewhat— 
were being viewed by the audit group. But to—to pinpoint, that 
is the best answer I can give. We’ve been thinking about the whole 
problem throughout this period of time, but I think that through those 
early years, as I remember, all we were trying to do is adjust its 
operations for an economic basis. It wasn’t this abandonment; we 
were striving desperately to move up its operation. 

Mr. Dorn. When you refer to ‘‘eacly years” 

Governor SryBo.p. 1952 and 1953—in those years, the time I was 
here. 

Mr. Garmatz. Governor, would you sav it was before the time that 
the Government or the Army spent the thousands cf dollars—I just 
don’t know how many—in placing the railroad spur? 

Governor SryBo.p. Well, it seems to me 

Mr. Garmatz. That was in 1954. 

Governor SrysBoup. It seems to me it was after, and definitely it 
would have been after they had budgeted and built. I feel sure it was 
afterwards. 

Mr. Byrne. Governor, did you know how much money the Army 
spent putting in its spurs? 

Governor SEYBOoLD. No, sir. 

Mr. Byrne. We heard so many figures; we’d like to get the right 
figures. 

Governor Srysotp. I know we did some of the work, and those 
figures—I mean to 
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Mr. Dorn. I understand the figures run around $300,000 cost to the 
Panama Canal Railroad, about $150,000 cost to the Army. I’m 
not sure of those figures; those are figures that have been given to me. 

To what extent, General, does the Army use the railroad now? 

Governor SeyBotp. I would say very little. 

Mr. Dorn. You know when they first ceased to use it? 

Governor SryBoup. I think we could read in the record in answer 
to the question. [Reading:] 

The railroad freight carried by the military in 1952 is 25,168 tons. 


Mr. Dorn. Is that Army military or Navy military together? 
Governor Sryso.ip. All—Defense Department. [Reading:] 
1953, 21,683; 1954, 12,460; in 1955, 8,718. 


It might be interesting to add to that the record of the commercial 
traffic carried, while I have this table. In 1952, 113,000; in 1953, 
108,000; in 1954, 103,000; in 1955, 90,000. I have Company-Govern- 
ment. Company-Government in 1952, 126,000; 1953, 125,000; 1954, 
70,000; 1955, 59,000. In 1952 and 1953, the high quantities of 126,000 
and 125,000 were principally heavy rock and sand, gravel for townsite 
construction. It was in those years that we were rebuilding the 
housing on the zone, and those large figures reflect the extraordinary 
quantities of this tonnage of sand and gravel. 
|» Mr. Dorn. Yesterday in some of the testimony, it was noted that 
the Army very noticeably stopped using the railroad in June of this 
year. Do you have any record or indication anywhere showing that 
that is a fact? 

Governor SrYBOLD. We have a record of the period of 4 months 
of 1956; and for the 4-months period, we have carried 1,167 tons for 
the 4-months period. 

Mr. Dorn. ‘That’s the fiseal—— 

Governor SreYBoLpD. Fiscal year—these are all fiscal year. I hope 
the record shows that. I never think in anything except fiscal year. 

Mr. Dorn. I didn’t catch that—what does that show, Governor? 
I just have the figures. 

Governor SeYBOLD. It shows a further reduction in tonnage. 
Whether that’s due to reduction in activities or not, | wouldn’t know. 

Mr. Dorn. But nothing was done on the part of the railroad or 
your office to check into the reason for the sudden reduction in \onnage 
from the Army? 

Governor Srysotp. No—I think that’s right. We certainly know 
that it is not from any reason of not furnishing the service that they’ve 
had throughout the years. 

Mr. Dorn. Yesterday in your testimony, Governor, you mentioned 
that various articles and various pieces of railroad equipment were 
scrapped due to the insistence of the General Accounting Office. I 
wondered if you could elaborate on that and give me the record of the 
various General Accounting Office insistences, and so on. 

Governor SrysBoup. Possibly the word ‘‘insistence”’ is not directly 
applicable, and yet it is, on the whole. I have to take a little back 
history to start in on this, because the Accounting Offiice—and | think 
rightly so—criticized the management severely for the great, large 
inventories that we were carrying in the early part of 1952. There 
was a reason for that, but conditions here at the Canal Zone had 
changed materially following the war, and we were on a changing 
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condition. So that the Board of Directors directed myself to take 
such steps as they thought were necessary and reduce to our inventory, 
because by carrying inventory, of course, we have to pay interest 
back to the United States. And excess inventory just costs us money. 
So that that program was initiated in all activities, and in the railroad 
likewise. The policy the Company has followed on that is that in our 
foreseeable future, that we can see under the conditions of today, and 
in our judgment, the excess inventory is a drain on the resources of 
the Company, even though, Mr. Congressman—and it’s so debatable— 
at some future date, which is X years, there might be a possible use of 
that equipment. We feel that we can’t anticipate—can’t anticipate 
another war, can’t anticipate another large construction program or 
any of those- 

Mr. Dorn. I understand any number of these boxcars were in- 
ventoried and almost immediately they were returned to service 
because they were needed. 

Governor SryBotp. Well, I didn’t know that they seemed to be 
needed. That’s new. Because we have 

Mr. Dorn. That’s been the testimony—that they’re being used and 
that inventory boxcars are being used. Of course, I may misstate the 
name of the terminology of boxcars; it may be some other type of 
rolling equipment. 

Governor SrysBoup. Well, I don’t know. Of course, all of our 
equipment is inventoried. I mean it is on the inventory. 

Mr. Dorn. I mean surplus for scrap or sale. 

Governor SryBoLp. No; any of those that we have surplussed are 
gotten rid of. In other words, we have enough rolling stock now on 
hand to carry us, and I don’t know that we’ve ever had a shortage. 

Mr. Dorn. Well, some of your rolling stock is now being eliminated, 
and that’s what I’m directing my questions toward. 

(Five-minute recess.) 

Mr. Garmatz. The hearing will proceed. 

Mr. Dorn. Governor, I have quite a few more questions; but our 
time is limited. Most of the committee are leaving on Saturday, 
and in order to give all the members of the committee a chance to 
ask questions, I don’ think that I should ask the rest of these ques- 
tions here and now, because of the difficulties we have of time. And 
if it is all right with you, Governor, when you come to Washington 
in January, February, or whenever it is in the schedule to come, I 
would appreciate if we could continue these questions. I think it 
would satisfy the purpose very properly, and I have the notes I’ve 
made here. 

Governor SryBo.p. Be very glad to. 

Mr. Dorn. I would like to add, however, Governor, I know that 
some of the men who testified yesterday are very perturbed that 
they made headlines, and I do hope—I am sure I know—that any- 
tbing they said here really will in no way be used against them. 

Governor SrygBo.p. I would like to assure the Congressman and 
this committee we understand the headlines; it is news. And nothing 
like that will happen here. 

Could I take this opportunity, Mr. Chairman, in correcting a bit 
of my testimony of yesterday? The question arose as to the Army’s 
use of barging sand and gravel, and I think I made the statement 
that the Panama Canal Company charged the Army for the use of 
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the canal tollwise. In this particular instance, that is not quite 
correct, as I found out after 1 found whai is back of it. The Army 
is moving sand and gravel from Gamboa, where it’s obtained from 
the river, to a point on the west side of the canal and on the other 
side of Gatun Dam. So that the route by rail would be to Gatun, 
by truck—across by truck—across to locks at the lower bridge, and 
then across the spillway bridze, which is not too solid, and to this 
point [indicating on map] on the other side of Gatun Dam. They 

find that it is much simpler to barge that directly from Gamboa to 
a point of unloading on the other side of the Canal where, of course, 
there is no railroad. By the use of the railroad, there would be rail- 
road cars trucked to a point on the other side of the Canal; whereas 
this way, they can take it very close by barge and ‘avoid difficult 
trucking onto eddie. But we do not charge, of course, the Army 
for the tug—and use of the tugs. 

Mr. Garmaraz. Governor, for your benefit, if there are no objec- 
tions, we will insert your explanatien at this particular point in the 
record to clarify that statement. 

Governor SuyBoup. I would appreciate it. I thought at the time 
the tugs were moving through the locks. They’re not. 

Mr. Van Prur. Governor Seybold, did the Hoover Commission— 
when our colleague Clarence Brown, was down here—did they hold 
any hearings? 

Governor SryBoutp. Not open hearings—to my knowledge. 

Mr. Van Peur. Has the General Accounting Office at any time 
held any hearings pertaining to the railroad? 

Governor Srynoip. Not open hearings. They—to my knowledge 
they discussed the question throughout, but I don’t know to what 
lengths they went into discussion with the railroad group. 

Mr. Van Petr. On page 2 of your statement, in the third para- 
graph, bottom of it, “The GAO report favors use of the existing 
transisthmian highway in the Republic of Panama and questions the 
necessity at this time of completion of a highway located entirely i in 
the zone which the canal administration considers highly desirable.” 
The reason I asked those questions is that it’s my understanding we 
have no police authority so that we could set up any standard of 
safety on the present highway; is that correct? 

Governor Sryspotp. The Boyd-Roosevelt highway is in the entire 
control of the Republic of Panama. 

Mr. Van Petr. Then on page 3 of the statement, ‘The Department 
of Defense position, as formally transmitted to the Hoover Commis- 
sion, is that the Panama Railroad is merely a- convenience to the 
military forces in the Canal Zone and is not considered to have any 
significant defense value.’ In previous testimony, there was a 
quotation from the Acting Comptroller General of the United States— 
made the following recommendation in Report of Audit of Panama 
Canal Company for the fiscal year ending June 30, 1952, House 
Document 207, 83d Congress, Ist session, and in the last part of that 
quotation it states: ‘‘At present, the Army hauls almost all of its 
transisthmian freight by truck but objects to abandonment of the 
railroad because of its possible use as a defense facility.’’ 

Governor SrysBotp. I would like to read from the Report on Audit 
of the Panama Canal Company/Canal Zone Government for fiscal 
year ended June 30, 1954. I’m reading from House Document No. 
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160. On page 52, under appendix B, paragraph 3, they state: 
“Utilization of the Panama Railroad. Our original recommendation 
that the Company seek reimbursement from the Army for representing 
losses of the railroad resulted from the Army’s objection to abandon- 
ment. Subsequently, the Army withdrew its objection, and in 
October of 1954, the Board of Directors approved recommendations 
that the present railroad be abandoned, that a transisthmian highway 
totally within the Canal Zone be constructed by the Zone Govern- 
ment.” The portion which is pertinent to the statement is: ‘‘Subse- 
quently the Army withdrew its objection in October 1954,” I think. 

Mr. Van Petr. In the consideration given by the Directors of the 
Company for the abandonment of the railroad, what consideration 
was given to provide public transportation across the Isthmus for 
employees and their families? 

Governor SryYsBoup. Private transportation. For Government use— 
I mean for official use, of course, we have the system of buses and 
that. The thought was that as we have the transportation system 
throughout the zone for public transportation, that is, by contracting 
with a private concern, that that probably would be extended to 
furnish public transportation. There is public transportation across 
the zone available now, of course, by buses running through Panama. 

Mr. Van Petr. Does that run to a schedule so a person—— 

Governor SryBo.p. I think there are scheduled and unscheduled 
buses. 

Mr. VAN Petr. Then, getting away from the railroad, during the 
latter part of the Ist session of the 84th Congress, a bill was introduced 
by our colleague, Congressman Miller of California, H. R. 7811, 
pertaining to the code for professional engineers in the Canal Zone 
to give them the same rights and benefits of their profession as is 
recognized in Alaska and Hawaii and the District of Columbia. 
What is your opinion on that? 

Governor Srysoip. Congressman Van Pelt, and Mr. Chairman, I 
urge that this legislation be enacted. We think that it would be a 
great benefit to the Company and definitely to the professional engi- 
neers that work for us. And I have a statement prepared, which I 
would like to leave with you or read, but in view of the time, I would 
like to have this put in the record. We hope that this bill will pass. 

Mr. Garmatz. If no objection, we will insert it in the record at 
this point. 

(Following is the prepared statement offered by Governor Seybold :) 

Governor StysBo.p. There is pending before your committee a bill, 
H. R. 7811, which would provide for the registration and the regulation 
of the practice of architects and professional engineers in the Canal 
Zone. This proposed legislation was prepared and forwarded to your 
committee under my direction. In our transmittal letter, and in a 
subsequent written report to the committee, I have recommended 
favorable consideration of the bill as being in the public interest and 
as being advantageous to the Panama Canal Company and the Canal 
Zone Government in the employment of architects and engineers. 

A substantial and important purpose of the bill is the protection of 
the professional status of the architects and engineers of the Canal 
Zone who are employees of the Panama Canal Company and other 
Government agencies. It is believed that this legislation will improve 
the morale of our architects and engineers, and will aid the Company 
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in recruiting and retaining qualified young engineers and architects. 
Under this legislation their professional status would be clearly 
recognized and their experience in the Canal Zone would be recognized 
by the various registration boards in the United States. 

The Governor of the Canal Zone would issue regulations providing 
for an examining board and the issuance of licenses, prescribing 
detailed standards for determining qualifications of applicants, and 
establishing administrative procedure. The law and the regulations 
would follow very closely the provisions applicable in the District of 
Columbia on this subject. It is understood the law and the regula- 
tions which we propose to issue have the approval of the N: ational 
Society of Professional Engineers and the National Council of State 
Board of Engineering Examiners. 

Mr. Van Penr. Thank you, Governor. 

Mr. Mariurarp. Governor, there is no doubt, is there, as your 
legal right to use the present transisthmian highway’ 

Governor SryBotp. No, sir. 

Mr. Mainuiarp. In the hearings that were held in Washington, 
there was some discussion about the capacity of this road and 
whether it would serve your purpose. Wasn’t that road built origi- 
nally to very definite contract specifications? 

Governor SrysBoip. I think it—I wasn’t here at the time but ] 
would presume that it was; and I think it was built under the auspices 
of the Publie Roads of the United States. 

Mr. Mariirarp. Wouldn’t it be possible—assuming that it was 
built under specifics ations—wouldn’t it be possible to ascertain the 
standards which are generally recognized as to the weights that can 
be carried on it and what its capacity and durability would be under 
operating conditions? I mean that it’s my understanding that in 
the United States, the organization that is made up of State highway 
engineers of the various States has pretty definitely established 
formulas on which you can measure the capacity of a highway. 

Governor Sryso.p. Well, I think that’s quite oe 

Mr. Mariurarp. Wouldn’t it be possible then, Governor, perhaps 
when you do come up to Washington in a couple of months, to have 
that checked out as to exactly what will it do and what it won’t do? 

Governor Sryroip. Under modern standards; yes, sir. 

Mr. MaruiArp. I ask these questions because it would seem to me 
as we have listened here to this railroad—highway problem, it’s hard 
for me to determine how you would justify building a new highway 
entirely within the isthmus on commercial grounds. 

Governor SrYBo_p. We’ve shown in our report that just dollar- 
wise, without the intangibles which we can’t evaluate, that it wouldn’t 
be advisable to build it. We think that the intangibles, however, far 
outweigh the others. That’s our opinion. 

Mr. Maruuiarp. Well, in reaching that opinion, do you allocate 
any value to the defense feature? 

Governor SrysBoup. No; we can’t evaluate it. That’s in my opinion 
one of the intangibles. And in my statement, Congressman Mailliard, 
I say that I think that the later thinking of the military—this is 
only my reaction from their discussions—is that, defensewise, the 2 
roads are preferable to 1 highway and 1 railroad, for the reason that 
the same type of equipment can use 2 roads—see the point?—rather 
than have one equipment for one and one for the other. It gives 
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them a flexibility and they’ll always have the trucking, because they 
have to spread out from here and have the flexibility. So that I 
think—and I am speaking now from my viewpoint as a civilian, dis- 
cussing this with the Army—that the advantage of having 2 roads 
that can be used by the same transportation is better than having 2 
routes each with its separate type of transportation. 

Mr. Maiuurarpb. I won't question that, Governor, but this, again, 
is of little or no value to the commercial operation of the Canal 
Company. 

Governor SryBo.tp. Well, there are intangibles that are very dif- 
ficult to assess, and you can’t assess them specifically dollarwise— 
the value of having a road entirely within the Canal Zone. Whether 
that’s worth a little or a lot, we think it is for the benefit of our people; 
but it isn’t—you can’t say—some of it can be put on a dollar basis 
and that is the saving of a level highway without curves, without 
ingress and egress, so ‘that you have practically a freeway. We can 
develop the benefits of that dollarwise. These other intangibles you 

can’t. 

Mr. Mariuurarp. But your recommendation to abandon the railroad 
was pretty much on a dollars-and-cents basis. I think your recom- 
mendation to build a highway should be on a comparable basis. 

Governor Srysoup. I think that that basis is presented in my 
testimony. 

Mr. Maixurarp. But if I understood you a moment ago, you said 
that on a purely dollars-and-cents basis, it is rather diffic ult to justify 
the highway. 

Governor SryBotp. We show that dollarwise, it’s preferable to 
truck over the Boyd-Roosevelt Highway. That’s in the showing of 
yeste rds ay. 

Mr. Maixuiarp. And it is preferable from that point of view and 
also feasible, at least under present conditions? 

Governor SeYBOoLpb. It can be done. 

Mr. Mar.urarp. Then don’t we come back to the fact that aside 
from whatever intangibles there may be, that the present reason for 
constructing the new highway would be for defense purposes? 

Governor SryBoup. Well, if you excluded the intangibles, that’s 
possible. In my mind, I think it is preferable to construct it for a 
intangibles. I think the difference in cost, as we have shown it, i 
around $130,000 a year, which we believe is true value that comes hi 
in amount over that. 

Mr. Garmatz. Mr. Governor, I have a few questions here. I 
have a note here saying that you are helping to create a loss to the 
railroad by your truck use. By that I mean the commissary trucks 
and others which help to create the loss shown by the railroad. 

Governor Seypoup. I have described it. We do truck, as I said 

yesterday, our perishables and bread and things of that sort for the 
reasons thi at I stated. And we think that that’s to the overall good. 
Now, there’s no question, no question at all, that the more volume 
given the railroad, the less loss; because the other—it’s paid by 
the other activities. We don’t feel that—and as I also stated yes- 
terday—it’s quite possible to raise this railroad by our own boot- 
straps and show an accounting—an accounting positive value rather 
than the red, by charging rates back to the other activities which will 
cover the cost. But we don’t feel that that’s justifiable—put it that 
way. 
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Mr. Garmatz. Speaking of commissary trucks, Mr. Governor, who 
owns these commissary trucks? 

Governor Sryspoutp. The Company. 

Mr. Garmatz. Who maintains them? 

Governor SryBoLp. The Company. 

Mr. Garmatz. What department are they charged to? 

Governor SryBo.Lp. Motor Transportation. 

Mr. Garmatz. And how long have you been using them. 

Governor SEYBOLD. Rented to commissary. 

Mr. Garmatz. Yesterday nobody seemed to know who owned the 
commissary trucks or who repaired them. 

Governor SryBoup. Let’s have it, yes, for the record. They’re 
owned by the Company, of course, as Company property, as any 
property is here. It’s all Company property; it’s administered by 
the certain divisions. They are assigned for administrative mainte- 
nance and operation to the Motor Transportation, and then we in 
turn rent those to the operating units. 

Mr. Garmatz. Who would have the choosing the means of delivering 
material to the commissaries, as to railroad or the trucks? 

Governor SEYBOLD. Generally the Commissary Manager. 

Mr. Garmatz. The Manager has his own- 

Governor Seybold. That isn’t quite right either. It’s a manage- 
ment problem. The commissary unit wants to meet the public 
demand and certain requirements that the public put on the commis- 
sary for their quality of goods and this and something else. The 
management—and also the »y know the charges that are against 
that—so management has to make the top- level decision and say 
whether this should be done—balances these various effects on the 
different divisions. So it goes through largely our management 
group. 

Mr. Garmarz. On the railroad again, I understand that the main- 
tenance standards have been lowered very much in the last few months. 
Is there any truth in that or not? 

Governor SEYBoLD. Not to my knowledge. 

Mr. Garmatz. On the maintenance cost of the road—I discussed 
this yesterday—we had several different figures. Now you come along 
with a figure of $46,000 a year. How many miles would that be? 
What would that break down to per mile? 

Colonel ARNoLD. $2,000 a mile, recognizing that for the first few 
years the maintenance will exceed that by quite a lot. I will be glad 
to expound on that. 

Mr, Garmarz, I regret that we don’t have the time. You said 
$2,000. That is vour figure here on your economic report; but along 
with that, as I stated yesterday, we also have these others, and I was 
just wondering what your estimate on page 16 of $46,000, what that 
would come out per mile. 

Colonel Arnotp. That’s the correct figure, after the first few years. 

Mr. Garmatz. How many miles will the road be? 

Colonel ARNoLp. Twenty-three. 

Mr. Garmatz. I have one more question here ; I don’t know whether 
you can answer it, but I would like to get it in the record. And I wish 
we had a couple days here to spend so y that we could have some of the 
military people here. I think their testimony on some of the things 
they have in mind would let us know in a way whether this railroad 
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should continue on or not. It seems as though they sort of use it for 
their convenience of the military in certain situations when they want 
it. But then they don’t want to help pay for it. And as they express 
it here in the record, “‘Insofar as military necessity is concerned, the 
railroad can reasonably be discontinued.”” Now, what do vou mean 
“reasonably discontinued”? Run up to their ammunition dumps and 
run here and run there, but if don’t need it, don’t have to worry about 
putting a train on that day. And again, is where the military say 
“sometimes I do and sometimes I don’t—maybe I will and maybe I 
won’t.”’ I think the military will find out, if this railroad should ever 
be stopped, that they will be at a loss as to getting into a lot of their 
installations, and I hope I’m not going too far off the point. If we'd 
be in position to have someone who can really give us a ‘‘yes”’ or “‘no”’ 
as to the military using the railroad, I think that would have a lot of 
bearing on the overall picture. 

I have one more question: “Railroad people running railroad”’ and 
[ think that was somewhat expressed this morning. In one statement 
here vesterday, because his father was a railroad fellow although he 
himself was something else he assumed to know all about the railroad. 
I don’t know just how that fits. That’s all IT have at this time. 

Mr. Zincke. Mr. Chairman, in view of the fact that time is march- 
ing on, I would like permission to ask one or two questions and then 
defer further questioning until the next hearing. 

In the first place, in connection with Mr. Mailliard’s reference to 
the Bureau of Public Roads, I offer for the record a copy of a policy 
on design standards of the American Association of State Highway 
Officials, which are the standards observed by the Bureau of Public 
Roads with reference to American highways. 

Mr. Garmatz. No objections. 

Mr. Zincxe. Governor, Colonel Arnold made the statement that 
maintenance on the highway for the first few years would be a figure 
other than the $2,000 per mile. What would that figure be? 

Colonel ARNotb. I don’t have an exact figure on that. I could get 
one and put it in the record. 

Mr. Zincke. Would it be substantially higher or substantially 
lower? 

Colonel ArNoxtp. Substantially higher. 

Mr. Zincxe. Might we have that figure for the record? 

Colonel ArNoxp. Sure. 

(The information is as follows:) 


MAINTENANCE OF PrRoposEeD TRANSISTHMIAN HIGHWAY WITHIN THE CANAL ZONE 


1. In relating the $2,000 per mile per annum normal maintenance figure for the 
proposed Trans-Isthmian Highway within the Canal Zone with the normal 
maintenance cost of $2,700 per mile per annum for the existing Boyd-Roosevelt 
Highway, consideration was given to several factors. 

(a) The present Boyd-Roosevelt Highway was built as a priority project during 
the early part of World War II. Several miles of this highway traverse steep cuts 
and high fills with cuts up to 70 feet and fills over 80 feet. The Armco culverts 
placed in the bottoms of fills were damaged during construction and ‘the fills 
had only little chance to settle before the concrete pavement was poured. Culvert 
failures and settlement of fills necessitate the expenditure of considerable sums 
for drainage work and for mudjacking to realine the concrete slabs and shoulders, 
In the neighborhood of 20 percent of the maintenance funds allotted for Boyd- 
Roosevelt Highw ay are expended each year in these two maintenance activities. 

(b) Approximately 10 percent of maintenance funds on the Boyd-Roosevelt 
Highway are used each year to remove slides. 
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2. Construction of the proposed Trans-Isthmian Highway on the existing 
railroad bed presents a different picture. For the most part, the fill of the railroad 
bed has been in place for 41 years and it is now relatively stable. Drainage 
culverts are operative in this fill and a minimum of trouble is expected with 
drainage. Furthermore, the grades on the present railroad bed do not exceed 
1% percent and there are no cuts or fills that approach the depth of those on the 
Boyd-Roosevelt Highway and establish the potential for slide action. 

3. The $2,000 normal maintenance figure proposed for the new highway will 
cover the repairs to concrete and asphalt pavements; repairs to joints; keeping the 
shoulders smooth, free from ruts and wash damage; grass cutting; keeping drainage 
ditches and culverts clean (an important item during the first 2 or 3 years); 
necessary maintenance painting of traffic lines, bridges, culverts and structures; 
and repairs and painting of approximately 18 miles of guardrail. 

4. For the first 2 years a distorted maintenance expenditure can be expected, 
considerably higher than the $2;000 normal maintenance figure quoted. Para- 
graph 8 of the November 1955 report recognizes that there will be areas where 
riprapping and shoulder correction work will be necessary. Furthermore, until 
the vegetal growth damaged by the grading operations is restored, a more than 
normal amount of shoulder maintenance and ditch and culvert cleaning can be 
expected. Our estimate to cover these two main factors is $18,000 per year for a 
2-year period. This will make the total estimated maintenance cost for the first 
2 years approximately $64,000 per year and thereafter, approximately $46,000 
per year. 

5. Additional expenses can also be expected on the Boyd-Roosevelt Highway 
and they have been reflected in part in the budget presentations. The fiscal year 
1957 budget figure for the Boyd-Roosevelt Highway in the amount of $187,000 
includes a nonrecurring item of $35,000 for replacement of 4 culverts. Approxi- 
mately a year ago, a field survey and report indicated possibly 16 culverts should 
be replaced. The following tabulation schedules our recommendations for 
culvert replacements and represents an expenditure of from $35,000 to possibly 
$100,000 per year for the next 3 years over and above normal maintenance. The 
total expenditure necessary to replace these culverts is estimated at $210,000. 


Culverts requiring replacement 


Culvert No. Size Location Fis¢ al 
year 
Northern district: 

dik cach hip nentibacinancan daeien = sinha wsimamiu dé ant, ae « M 10+0339 1957 

G0. ctdjaw<tbe Lietiedé i Be5 Sii obs sea dcadedls 48-inch CMP 3 ; M 10+-0551 1957 

GE cee eeindcnaelies li anal ee Be Lele 36-inch CMP_- M 12+-3173 1959 
122 Raed h antlitaaibaet~ : sb eeaeos dk. _...| 30-inch CMP *__- M 14+-1495 1956 
123 Le c : .-..| 30-inch CMP.. .- M 14+-1704 1956 
eer Bars | , ; 30-inch CMP M 14+-3393 1956 

a clasta teach Rarintnnncctheuci 4 as ice oe 24-inch CMP : MI 16+0292 1958 
ee es ic eben inten p gtabeiialalin HAE 24-inch CMP _. 2 M 16+-0732 1958 

Southern district: 

ie cae cecilia Sittiea tide aid le ee ‘ 36-inch CMP __. : M3+0858 1959 

42 Mra 1 2 Se AB ee AR eo EAS oo 48-inch CMP __. M7+5129 1956 
OP. OU ds PETC J SA ewan 48-inch CMP M9+1282 | 1958 

52. . dtd tvitdntndtiekites  tetinabnesit <cldtewsss<s) COO M9+-5034 1957 

57 ee Se el es ..----| %-inch CMP... ’ M 10+-4768 1957 

63 scuvwanantae = a Sean : 24-inch CMP M 124-2107 1958 

i iccicetenal wos Soa aaeaeaee seeder teak 48-inch CMP__-_. M13+0955 | 1958 
Miccnkcenn shscapes a 7 48-inch CMP_--- M 13+-3399 1959 


6. Large expenditures of nonrecurring items such as these culverts are not to 
be expected on the proposed Trans-Isthmian Highway within the Canal Zone. 
The only large nonrecurring expense item that is foreseen for this new highway 
is that of painting the bridges at Gamboa and Monte Lirio. 

Mr. Zincke. One more question, Governor. You mention that in 
connection with your excess inventories of usable material that pres- 
ently are not being used but might be in the future, that your policy is 
to dispose of them in order to save interest. Might we have that 
elucidated a little? 

Governor SryBoip. Well, in the first place, I think we should con+ 
sider the phrase “might be used in the future’ and what I meant by 
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“might.’’ I meant that in some unforseeen circumstance which is not 
present today, such as a public or national emergency, a need for 
these unusable materials “‘might’’ develop. There is also for considera- 
tion the cost of carrying inventories, e. g., the interest cost as relates 
to payments therefor to the United States Treasury. In addition, 
there are also maintenance costs. Some of the maintenance costs may 
be very small. For example, as concerns items stored in open areas, 
very little attention is given to those areas except for necessary guard- 
ing, such as fences. But, nevertheless, in the present case concerning 
these cars, the maintenance costs are generally high and ali in all the 
disposal of excess material is a matter of judgment—it is extremely 
difficult. Under the present conditions we feel that excess material 
held by the Company should be disposed of. It is similar to war 
surplus. 

Mr. Zincks. Governor, I wonder if you would correct a statement 
[ am about to make with reference to it. For example: You have a 
freight car that is carried on your books as—let’s use, say $100. You 
are paying interest on that $100 and you decide that because that 
freight car is presently surplus to your needs, you determine to scrap 
that freight car; and in scrapping that freight car, you receive, let us 
say, $5 for the scrap. Now, what is the write-off on your books—is 
it $100? 

Mr. Steers. It’s probably substantially less. It depends on the 
date that freight car went in service. As I understand, our carrying 
equipment has certain service life. Probably the book loss, if any, 
would not exceed the salvage value received. 

Mr. Zincke. What is this interest saving by scrapping? 

Governor SryBo.p. Well, that, of course, applies right across the 
board, and storehouse parts—I’m sure we pay interest on the value of 
those parts. Let’s just, for the record, get this clear, because my 
Comptroller is here. [Interruption.] 

Mr. Garmatz. The Governor has stated that it isn’t — right 
now at this time to give a real exact and correct answer to this, but 
he will furnish an answer to Mr. Zincke’s question for the record. 

(The information is as follows:) 

INTEREST SAVINGS 

Interest, as it relates to assets of the Company not received by transfer from the 
Panama Canal agency, is an imputed cost. The Company, by liquidating excess 
inventories or plant, is in a position to invest the funds realized in a more produc- 
tive manner or to make capital repayments to the United States Treasury, thereby 
reducing its interest burden. 

Mr. Zitncke. That’s all I have at this time, Mr. Chairman. I 
request permission to reserve further questions to our next meeting. 

Mr. Garmatz. Governor, I have just one more. Yesterday we 
were talking about that particular spot at Monte Lirio, where the 
roadbed seems to go up and down every week, and I think you stated 
yesterday that the road—the highway—is not going over that par- 
ticular part of the Railroad that——— 

Governor SrysBoip. What I had in mind—what part of the Railroad 
the highway would not go—that I had reference to a strip of Railroad 
crossing Miraflores Lake. There’s some mixup in location, and I 
think, in answering to that, Colonel Arnold can give a direct answer 
to that question. 
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Mr. Garmatz. I might make it a little clearer. I think we said, 
as it was stated here, that it was raised and lowered from one-half to 
1 inch every 6 months between Monte Lirio and Quebrancha. Does 
the highway go over this place? 

Colonel ARNOLD. It goes over both of those places. In the first 
place there’s a hundred-foot long stretch this side of Monte Lirio and 
not in the lake. It’s a side-hill cut and fill. It’s in what we call a 
low-grade shale, and it is slick when wet and that 200-foot stretch does 
move and give trouble. 

Mr. Garmatz. I wondered if you could ask the railroad men— 
well, is it true, then, that this variation here—a one-half to 1 inch does 
it actually exist—this problem. 

Mr. Everson. We could find out; yes. 

Colonel Arno.p. But it’s only a 200-foot long localized stretch 
which could be cured quite readily. 

Mr. Garmatz. How would you remedy it—without going into 
long—— 

Colonel ARNOLD. We do three things: First of all, we add weight 
to the toe of the slope. 

Mr. Garmatz. I can see how you can do it with the Railroad, but 
I can’t see how you are going to do it with a highway. 

Colonel ARNOLD. Relieve the load ‘above the road. We'd add 
weight at the toe of the slope to form a berm, and—we would drain it. 

Governor SryBoup. In other words, you’d correct the cause, 
Mr. Chairman, rather than adjusting the roadbed. Go down in the 
foundation and the cause that does that. 

Mr. Garmatz. I also have more questions, too, for the next hearing, 
whenever it may be—I don’t know. 

Mr. Tumutty. Governor, if you know, would the Army concur in 
the abandonment of the Railroad if the highway is not built as planned, 
strictly within the Canal Zone, so that the Army would only have the 
use of the transisthmian highway. 

Governor SryBoLp. I don’t know, but I would sincerely doubt that 
they would want it too, and I would, too, Mr. Congressman. Every- 
one—and I think I am sure I speak for the Defense—wants a land 
route within the zone. 

Mr. Tumutty. So that the proposition, then, really is this: Either 
retain the Railroad or abandon it and build a land route—isn’t that 
the proposition, Governor? So that we must consider the cost of the 
land route in connection with the abandonment of the Railroad? 

Governor SryBotp. That’s my viewpoint. Now, I’d like to 
have—— 

Mr. Tumutrty. I can’t say I think Canal Company should build for 
the United States Government. If the Defense Department wants it, 
they should build it. But you can’t consider the economic aspect of 
abandonment of the Railroad unless you take into account you must 
abandon the Railroad and build a road. That shows the Railroad is 
performing an important function. 

Governor SryBoup. Either way, of course, there is definite com- 
mercial advantage to the trucking even if we have to build a highway. 

Mr. Tumutry. I just want to get the proposition clear, so that 
when we have to determine whether or not the Railroad should be 
abandoned we’re not purely concerned with the Railroad losses, so- 
called—with losses plus the cost of building the road over where the 
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Railroad is. And there are three different sets of figures on that, so 
that we have the whole proposition, really, dumped on us. We 
cannot just consider purely the Railroad and its loss of business. 

Governor SeyBoutp. Well, I can add this to it: As I think back 
over this picture of the past years, is that a recent comment a general 
here stated was that all he wanted was a highway that he could go 
across any time. 

Mr. Tumutry. All they wanted was the highway? 

Governor SryBo.ip. He was speaking of the present one, the Boud- 
Roosevelt, and in his opinion, that was the picture. 

Mr. Auuen. There’s been some mention, Governor, about the sale 
of this scrap and the scrap material to be sold consisting of new parts, 
particularly draw bars and a variety of other fairly heavy parts— 
which leads me to ask this question: Do you have any procedure within 
the Canal Company by which you can relinquish parts of value or 
equipment of value to the General Services Administration for use 
by other departments of the Government? 

Governor SryBoup. We circularize all departments of the Govern- 
ment on equipment that it appears they would be interested in. In 
fact, the basic policy we set out is that all excess property will be 
circularized through the Panama Canal Company, Panama Canal 
Zone Government, other United States Government agencies in the 
Canal Zone, and to the General Services Administration in Washington, 
D.C., prior to disposal to outside interests, except by specific direction 
otherwise. I don’t remember that that last clause has ever been 
evoked. 

Mr. Atuten. There has been some talk about our right to use the 
Boyd-Roosevelt Highway. One statement yesterday was that we 
have an equal right to use it but that the Panamain Government has 
control over it, and possibly if they close it to all users we would have 
then our equal right. You said we have a definite legal right. But 
what is the right? 

Governor SeyBo.tp. To use that road under, of course, their traffic 
rules and regulations. 

Mr. AutLeNn. But we have a right to use it if they close it to their 
own nationals? 

Governor SeyBouip. That’s a legal question, but I would think so. 

Mr. Tumutry. If the Panamanian Government closed that road to 
all traffic, is it your position that the United States could force its way 
in there anyhow, would have the right to do so? Don’t they have 
sovereignty over that road? 

Governor Sryrouip. But we have, by bilateral agreement, the right 
to us it. Now, your question is: How far do you go in forcing that 
right? I can’t, of course, conceive that they would ever close it. 
But that’s—— 

Mr. Tumutry. I don’t conceive that they would either; I just 
wondered purely as to the legal situation. 

Governor SrysBop. I think—we could actually——— 

Mr. Tumutry. But, of course, I think that’s subject to further 
study of the tre aty, except that it’s put us in this position: They might 
very justifiably say, ‘‘No; don’t want the road used’’—maybe an auto 
accident or some slide or something—and if we insist on going ahead, 
then we’d have an international incident right there, wouldn’t we? I 
mean it’s something we should avoid if possible. 





oe 


ath 


<- 





: 


PROPOSED ABANDONMENT OF PANAMA RAILROAD 143 


Mr. Garmartz. Could you furnish us with a legal opinion, Governor, 
now or later? 

Governor SrysBo.p. I don’t think that our legal staff could rightly 
give an absolute—give a legal answer. I suggest that the committee 
defer that question to the Department of State; that’d be under their 
jurisdiction. Any question like that the Company-Government has 
to go through the Embassy and the Department of State to the 
Republic of Panama. 

Mr. Garmatz. I think that finishes the railroad for the time being. 
I wish we had more time to give to the railroad’s problems. But they 
had yesterday and an hour and a half this morning. 

Mr. Byrne. Mr. Chairman, I reserve the right from the chairman 
to continue my questioning in Washington of the various witnesses— 
Army—Governor—and at this time I yield my time. 

Mr. Garmatz. Each member will have the opportunity to ask all 
the questions he wants at our next hearings. When, whether, or where 
it will be held I don’t know, but I’m sure if it is in Washington, they’ll 
have ample time. 

(Thereupon at 10:30 a. m., hearings in the matter of proposed 
abandonment of Panama Railroad were adjourned sine die.) 
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